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---UPON RESUMING AT 10:00 A,M., NOVEMBER 20, 1963. 

THE CHAIRMAN; Gentlemen, since it is 
ten o'clock and we have a quorum, we will proceed with 
out meeting. The first gentleman we are to hear from 
this morning is Mr, Wilfred P. Gregory, Q.C., 
Executive Vice-President and Managing Direcor of the 
British Mortgage & Trust Company. Mr. Gregory? 

MR, GREGORY: I presume, Mr. Chairman, 
that we are seated, are we? 

THE CHAIRMAN: Whatever you prefer. 

MR. GREGORY: This is a new experience 
for me to appear before such an august company. It's 
a little different from a courtroom. I hope I make no 
blunders, but if I do I am sure you will draw my 
attention. 

Mr. Chairman and gentlemen, I am 
Executive Vice-President of the British Mortgage & 
Trust Company and I have put their last annual statement 
in front of you, or Mrs, Dell has done it for me, and 
you will see there something about the Company so you 
can get some idea where we are and what we are 
picterially. The Company was incorporated in 1877 
in this Province for the purpose of raising money in 
order to lend it to those in the Province who required 
money on the security of a mortgage. The governing 
statute at that time was patterned after legislation in 
England which incorporated Building Societies to raise 
money to lend on mortgage to their own members, Money 
for this purpose -- mortgage purpeses -- was so scarce 


in Ontario they adopted this same type of legislation 
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and many institutions were being formed at that time 

to meet this need for mortgage money. But then in 
Ontario a distinction developed frem the English Buildin 
Societies, which were similar to Credit Unions, but 

here it was decided to have companies get money from 

the public to lend to other members of the public and 
not just to themselves. And the Canada permanent name 
comes from that distinction, it was a permanent company 
and that is why they adopted that name back in the 19th 
Century. Se our Company was incorporated to raise money 
in the community to make it available on mortgage mainly 
to farmers who had a most difficult time to obtain any 
credit. There were practically no funds to be 

borrowed. At that time our company was called The 
British Mortgage Loan Company of Ontario. 

It is a far cry from that day to this 
when hundreds of millions of dollars are put out on 
mortgage loans in Ontario alone every year. This is 
in addition te the further hundreds of millions which 
are available in one way or another for the credit of 
the consumer along other lines. Our company, too, has 
developed. It's name is now British Mortgage & Trust 
Company, and it is chartered as a trust company ape 
the Ontario Loan and Trust Corporations Act. Business 
is transacted through eleven offices in the Stratford 
and Toronto areas. And this year we opened our first 
office in Metropolitan Toronto itself at Yonge and 
Eglinten. Last year we made commitments of 
practically thirty million dollars on mortgages. This 


finally resulted in only twelve million addition to our 
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books after replacing the ones which were paid off 
and having about tote extra million in commitments. 
But that is quite a large sum to be put out by a small, 
country company. | 

Our activities with respect to consumer 

credit are limited to first mortgage loans or loans made 
with securities as collateral. We have just recently 
branched into this latter field because of the scarcity 
of good mortgages. We have assets of about eighty 
million dollars, of which practically fifty-five million 
are invested in mortgages. This is just about two-thirds. 
This policy harks back to our very beginnings of our 
company as a purely mortgage company. We still try to 
place as high a percentage as feasible in good mortgage 
loans. There are, of course, restrictions under the 
Loan and Trust Corporations Act, as you know. For 
instance, we can only lend up to two-thirds of the value 
of the security in any one mortgage. This restriction 
was placed on us last year by the legislature. Before 
that time we, in particular, had ranged a little more 
widely in some areas where there is extra security 
and possibly gone up to 70, 75%. But we can’t do 


that any more. We cannot lend more than fifteen percent 


of our paid up capital and reserve funds -- that is, 
our own money -- to any one company. It is almost 
impossible to lend on second mortgages -- well, actually, 


if the second mortgage doesn't get over 66% on total, 
we can put 5% of our money in second mortgages. We 
must meet certain liquidity provisions of the Act which 


were passed to insure that we would always have some 
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money on hand to make available to those our our 
depositors who Penuined it. Of course that is an 
essential and sound provision. 

About twenty percent of our deposit 
liabilities to the public are repayable on demand. The 
balance of eighty percent are on time deposits, which 
give a greater amount of leaway in arranging to pay for 
them at maturity. However, the average length of these 
time deposits is less than five years. Furthermore, an 
individual mortgagor is entitled to pay off his mortgage 
at the end of five years, under the Mortgages Act. For 
these reasons we almost always draw our mortgages for 
five years at a time. Naturally we want to renew 
them at the end of that time if the mortgagor has paid 
promptly, but the renewal will be on the terms as to 
interest rate and otherwise, which are then in effect. 
This is fair, of course, to both. 

In this method of operating, the trust 
and mortgage companies are different from the insurance 
companies. The latter are able to put away their money 
for twenty and twenty-five years at a time, because in 
most cases they do not need to pay out money until the 
death of the insured. Insurance companies are, there- 
fore, quite happy to go along with loans for twenty year 
or longer as permitted under the National Housing Act. 
The trust companies cannot do that with safety, to any 
great extent. Borrowing short and lending long is 
known as one of the fastest ways to get into trouble 
in the financial industry. For instance, if we had 


taken on loans ten, fifteen years ago at 5%, they would 
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still be on our books and now we have to pay over 5% 

to get money. You can see that that would be a most 

difficult position to be in, losing on every loan you 
had taken. 

The longer and easier terms now quoted 
by Central Mortgage and Housing Corporation through loans 
made by insurance companies and other approved lenders 
have practically driven the trust companies out of the 
new home field in recent years. Certainly in the lower 
price bracket we cannot compete on interest rate nor 
length of term (therefore amount of monthly payment) with 
the Government insured loans. We are not in the picture 
with regard to loans up to sixteen thousand dollars, 
where a house is worth maybe twenty-four or twenty-five. 
The result has been that we have concentrated on older 
homes and also on commercial and industrial properties. 
These are slightly riskier, but there is a great demand 
for mortgage money in these categories. We have, there- 
fore, met an important public requirement. Because, of 
course, if you don't have buildings built for industry 
and commerce, you don’t get the employment that you 
want and it slows down the whole wheels of industry. 

I feel that there is a real danger at 
the present time in making terms for mortgages easier 
and easier. In the United States the Federal Reserve 
Board is getting very critical of sloppy lending practice 
in the housing field. It is possible that the criticism 
is not as valid here, because there is not the same 
pressure to get high interest rate loans at any cost. 


However, some temptation exists. It is important to make 
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sure that the mortgagor has some equity in his home, 
that the Acdao eyes not over-valued, and that repay- 
ments do not extend to the "never, never land". And I 
may say along these lines, Baron's Weekly, an American 
financial paper, yesterday had a front page article, 
or editorial on the dangers now existing in the real 
estate market in the United States. It was most 
interesting to read it. 

The foreclosure rate is rising, in both 
countries. We must be aware of the implications in 
this fact. Even with our present prosperity credit has 
been made too easy. We are near the top of the boom 
cycle in real estate, witn all its attendant dangers. 
It is important that we try to damp down the blazing 
fire and not add fuel to bring on a runaway holocaust. 
Some of us with older memories go back to thirty years 
ago. 

I would like to say a few general words 
about credit. No one is entitled to credit as of right. 
It is something which has to be earned and deserved. 

In many countries of the world the ordinary person just 
has no opportunity whatever to obtain credit. On this 
continent, credit has become so freely obtainable, in 
fact so much pushed at one, that people get the feeling 
that it belongs to them as of right. This is certainly 
not the case. A man earns the right to credit by being 
a dependable, trustworthy person. He then borrows some 
money within his means and pays it back in accordance 
with his agreement. Gradually he may expand his credit- 


worthiness. He may be able to borrow quite large sums 
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of money for useful purposes because his record has 
been faultless. But let anyone ask those who have faile 
to meet their obligations just how fast credit can 
disappear and how hard it is thereafter to recover it. 
Credit worthiness is one of the factors affecting the 
rate of interest obtainable about which I shall now 
comment . 

Interest is a subject which people do 
not seem to understand. It is true that many esoteric 
volumes have been written concerning it and great 
arguments have taken place about its exact form and 
function. In its simplest phase it is simply a payment 
for money borrowed. This is so, whether the borrower 
be an individual, a corporation, or a government. This 
interest may be payable in many ways. I am not now 
speaking about mortgages. It may be deducted at the 
beginning from the principal amount advanced. It may 
be payable by the month, quarter, half year, or annually. 
It may be compounded and if interest gets in arrears 
there may be interest on interest. If it is not paid, 
there are always sanctions which can be brought into 
play to realize upon any security which may have been 
put up. 

What determines the rate of interest? 
Strange as it may seem, the rates of interest are 
settled in the market place by the influence of many 
and varied conflicting forces. The rate is at a certain 
level because that is where the centre of balance now 
stands. It is not too easy to start a swing strongly 


in one direction or the other, because the forces are 
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so evenly balanced, However, there are movements from 
time to time. Just recently bond interest rates eased 
perceptively on the news of the Russian wheat deal. 
The feeling was that this brim haotlce would generate 
enough foreign exchange so that it would not be 
necessary for interest rates to rise to attract foreign 
capital to this country. And because of that the 
feeling was that in the future there wouldn't be the 
same demand for higher rates at governmental levels. 
Thus, one of the influences affecting the point of 
balance was withdrawn and a change in rates occurred. 
Mortgage interest rates are, of course, 
the result of the interplay caused by the demand for 
loans by all would-be borrowers, and the supply of 
money available from individuals and financial insti- 
tutions. The total amounts involved run into hundreds 
of millions of dollars. The demand for good mortgages 
is extremely heavy and the bidding for them most 
competitive. Sometimes in the talk about not being 
able to get mortgage money, by builders and others, 
you would think this wasn't the case, but there is 
always money available, or there has been in the last 
few years, for good mortgages at current rates. The 
fact that the rate of mortgage interest does not vary 
by more than about one-quarter of one percent at any 
time, among different borrowers, institutional borrowers, 
is an indication of that competition, of which I have 
spoken, not of the lack of it, as some might suppose. 
All institutions are subject to the same pressures. 


If one of them hopes to get more mortgages by dropping 
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its interest rate by one-quarter of a percent, the 
others immediately follow suit. They cannot afford 
not to or they won't get the mortgages. On the other 
hand, the company lowering its rate Aainct go too far 
because it must be able to pay a reasonable rate to its 
depositors or to its policyholders respectively, or it 
will not receive money to lend. 

Actually, the basis for mortgage rates 
is the rate established from time to time by the market 
for Government of Canada bonds. This is the criterion. 
All other rates are adjusted according to the daily 
movement of Canada obligations, for example, those of 
municipalities, corporations and provinces; even for 
mortgages. If Canada bond yields firm up, then some 
corporate treasurer is going to decide to buy bonds 
instead of putting his money into mortgages. That 
removes one competitive pressure from the supply side of 
the market. Mortgage interest rates then follow along 
the path of least resistance, which is higher. If the 
mortgage interest rate ahppens to be fixed, as is the 
case with Central Mortgage, presently at 64%, money may 
not be available for those mortgages for periods at a 
time. In the last two or three years there have been 
a few months in each year. Government of Canada bonds 
are simply too attractive a competing security, when 
their rate rises people want them instead of being 
bothered with mortgages because mortgages are a bother 
and trouble to look after. I think there is a lot to 
be said for letting the Central Mortgage rate float 


freely in the mortgage market. We haven't any of these, 


Pee ae ps igs di 
bs bois cs cls 
A ie eit on ai | er y Py 


ee ae 
wie! of ont A ic 
ne Re 


fe sermaee oe : Shale 
agpantin any we ns beh: wanees 

it Withee ttas wel adaware ean aorat badabitnndes, agen oak! 
1 seine hwy old al whee wien anand “te: tmvomeaa8 at 
om Mit ws: aa? of pe ys brosur a ey anita 830, tie) 
vio cnt ici Rite, Shsaiiallsald aii prsned Yo tecumpwodt 

“a We hh SR ER aavesioain begpnel eonehingtabscim 4 

"iad leat age ah | abd ey Bip dala 4 -nogagtiga. 
Mbabeed Te Mam A Etihad at alin bony aac ls odgoqyoo 


hte Mean iekn odie | asl, yaeatdn wt) awsent 


f ic at's wiuqie eu eB onatorne” apd Batu ond movement 


nhs 
‘an 


TWAS COk att) RNs eT ee oro dent.) sagen: hae eehs 


ariete oh take jee eet eae ea? 


aid wi wa .bext? od af sete eve Peete eRs: SBaRr tee 


) agnae enn Rhe ce olonoseng) eepete taxed idiw aueo 


‘bay of ottog To? eegage com ena aed eldaliave ed) ten 
lead svuet eves axout out co lowty taal ee ae omy 
a Higher abewa? "te towered cteoy dese nl eitaot Wet 8 


ia tate “tianons auissqeot. a evigoaitta 0O2 tigate ta 


a ignics lo seotegt myctd dag efqoeq eeclhs qiat stems 


¥ oo & ats esyneinem egamped auysa sven. goiw beredted:, 
OymbeGol s ot sina Sabet be soe gees, 94) OE 
ytwet oe3 ¢,ca tite Kawase) no: anseting, a hie ae . 
ene hn ets gar _ 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1681 


so I am just commenting generally on this point, it 
doesn't concern oe It will always find its own level 
somewhere beneath conventional rates, because of the 
government guarantee; and there will then be always 
money available and that's what builders and house owner 
want. 

It is important for people to get over 
the idea that there is something improper or immoral 
about any particular level of interest rate. As inter- 
est rates go up, mortgages will not be so popular, 
and would-be borrowers would be very annoyed, but there 
is no reason to say that the lender is doing wrong. 

In Canada, our interest rates are the second lowest in 
the world. In even the best South American countries 
they would be doubled. Money now comes from the many 
institutions, both large and small, which are the 
repositories of public funds. Millions of people put 
small amounts of money with savings organizations of 

all kinds, so that hundreds of thousands of other 

people can borrow money. We are only the intermediaries 
who handle this money, extracting a small fee for manage 
ment and for the shareholders who put up the capital 

in the first place. Of course, remember that income 
taxes do take half the margin of profit. 

We do not like to raise interest rates 
to borrowers. This may surprise you. Contrary to 
opinion, higher interest rates are not as profitable 
as lower rates all around. That is what we pay as well 
as what we lend at. If we have to pay more in order 


to get money, we have to charge more to the person who 
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borrows it from us. t+ is as simple as that. You will 
recall that a little over a year ago Government of Canad 
bonds dropped and the yield went up. For a while we 
were paying 6% on our Guaranteed pee eet Certificates 
because of the fact, you remember, Government Short 
Term Rates went to over 6% in September of '62, We 
naturally had to charge 73% and 7-3/4% for loans. Even 
at that our margin narrowed because we did not want 

to charge as high interest rates for our mortgage loans 
as we should have done in order to maintain our spread. 
We just wouldn't go to 8% for a first mortgage loan 

and we hate to refuse loans, so we just bore the brunt 
and accepted a narrower spread. But they are not as 
profitable as, for instance, you can borrow at 4% and 
lend at 6. That's a much better way for us to do 
better for the people who want the money, but not as 
good for the people who are saving the money. This 
year, when Government of Canada bond yields dropped, 
all the institutions were able to obtain money more 
cheaply and, therefore, they did not have to levy as 
high a rate on mortgages. Also, Canada bonds were not 
as attractive as a competing investment, and there were 
tremendous sums available for mortgage loans. And, Il 
may say, there still are. 

In addition to the supply of money, the 
value of the security and the assurance to the lender 
that he will get his money back are most important fac- 
tors in setting the interest rate. If a person is not 
creditworthy, then very few lenders will want to make 


the loan, even though the interest rate offered may 
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appear to be attractive. And also the security may 
seem reasonable. ‘The attitude of the courts and the 
provincial government is important. If there is any 
doubt about the creditor, in a certain area, not being 
able to enforce his rights, then the supply of mortgage 
money available will be greatly reduced. This, in turn, 
increases the interest rate and makes it more difficult 
to find mortgage funds. It is most important for the 
free flow of credit to the greatest number of citizens 
that there be no doubt about the right of any lender to 
realize on his security when a debtor goes into default. 
As I mentioned earlier, credit is 
becoming easier and getting more careless. It would 
not take much of a change in basic conditions to cause 
a lot of default of payments and a substantial dimin- 
ution of the values of security. In fact a lot of 
people are finding that right now their homes, the 
values of their homes, older ones especially. When 
that happens it will be found that the vast majority of 
creditors will have every sympathy for mortgagors en- 
deavouring to meet their commitments. There will be 
some who will try to avoid their responsibilities, and 
foreclosures will be the result. The temptation should 
be resisted by those in the legislature to set up 
preferential treatment for the small percentage which 
gets into trouble. By interfering with the rights of 
creditors, credit will dry up and become more expensive 
for the far larger percentage who exercise the necessary 
effort and diligence to pay their way. May I remind 


you again that the management of financial institutions 
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is simply lending out to some members of the public 
money which they have received from other members of 

the public. These funds must be kept safe and available 
whenever required. These thrifty savers represent an 
important Segment of our economy and that is being 
realized more and more these days when we are asking, 
"Where is the capital we need to own our own invest- 
ments in this country?" So that the right of these 
savers to a return of their money under any conditions 
must not be prejudiced. 

Having made these extensive general 
comments on credit and interest, I shall now quite 
briefly give you some idea of the lending policy 
followed by this company. Interest rates that we pay 
to the public are set from time to time by the Board of 
Directors. These are usually based on the financial 
atmosphere, short term yields of Canada bonds, interest 
of Canada Savings Bonds, what is being paid by banks 
and credit unions, and, of course, what is being paid 
by any competitors, and there are lots of them. We 
feel we should get a spread of 22% above our Guaranteed 
Investment Certificate rate in setting the rate we charge 
on mortgages -- that's just a rule of thumb. Usually 
this ends up with our prime rate being about 2% above 
our highest G.I.C. rate. Of course, you may say, "What 
about your deposits which bear less interest or on 
which you give less interest to the public, 4% instead 
of 5, well, our deposits have to have a great many 
bonds backing them up for liquidity purposes and on these 


bonds we may get about 5%, a spread of much less, only 
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about 4%. In fact government bonds compete with our 
own Certificates, but we have to have them for purposes 
of liquidity. Of course, depending on conditions, our 
competition can force us to shade freee rates if there 
is a lot of money available, as there is now. There 

is the greatest difficulty in putting out rates of 
proper returns to institutions. I know that you are 
not concerned with that, but I mention it to you 
because it is a fact you may not often hear. 

Our general commercial and industrial 
rates are probably another quarter to half percent higher 
than home owners! rates. With such mortgages, we try 
not to lend on as high a percentage of valuation and to 
have the mortgage paid off over a shorter amortization 
period. The mortgage will likely become due in five 
years, but the amortization period may be twelve to 
fifteen years. Interest rates, of course, are a little 
lower for the prime borrowers, that is, the Triple-A, 
the big well financed companies, but not otherwise. 
Because the security offered by a commercial or indus- 
trial loan is not as easily realizable in case of 
difficulty. You can always sell or rent a house, even 
if at a very small rent, but you cannot always sell or 
rent a factory or store. There were many years, not too 
long ago, when many of them were standing vacant, so we 
have to try to keep this in mind. 

We have always tried to take a very 
flexible approach to an application for a mortgage loan. 
We do not like to have to say, "no". We will, instead, 


try to quote terms which adequately represent the various 
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factors of creditworthiness, risk, and cost of money. 
For instance, just as sometimes people can't qualify 
for the best rate on insurance policies because of 
health, yet they can get insurance by being rated and 
paying a little higher premium. Well, we can try and 
do the same things for loans that aren't quite as 
good, so that people, instead of being turned down 
and having to go to sources for money which may charge 
them too much, we will try and charge a little bit more 
and take into account these various factors. I must 
admit, however, that our Board of Directors does look 
with disfavour on most applications in the following 
categories: motels, hotels, summer resorts, restaurants, 
summer cottages and poultry farms. These are cases of 
special purpose buildings which are not readily 
eataarad in case of default. In addition, it takes 
a high degree of skill tooperate the type of business 
mentioned. The value of the security depends too much 
on the personal element rather than on the basic 
buildings. The Board also does not like to take the 
following categories, but has done so occasionally: 
garages, bowling alleys, apartment buildings. The latten, 
that is, apartment buildings, is one of our own 
peculiarities, because they are, in our experience in 
the past, a favorite with many other institutions. We 
may get over it but not during the present period of 
overbuilding. 

You may be interested in other factors 
influencing the rates of interest which we charge. Our 


prime rate is for first class new residential loans in 
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a built up area with a good demand for homes. That's 
where we like to lend and everybody else like to lend, 
in that category. As the age of the house increases, 
the interest rate increases from a pewaen to a half of 
one percent. If the type of house is less desirable, 
such as a frame or insul brick, the rate would be one- 
quarter percent higher. If the location is in an 

area where it might not be readily saleable, the rate is 
affected. The type of construction, the condition of 
the security, as well as the amount of the loan in 
relation to the value, are other factors which must be 
considered. All told, however, these factors probably 
represent a swing of only half to three-quarters of a 
percent for the best to the worst. This is hardly a 
Significant item, in comparison with the availability, 
or otherwise, of the money. 

In our commercial loans, shopping 
centres, stores, etc. the location and construction and 
age of the building are all important. However, probabl 
the main factor is the creditworthiness of the person 
occupying the building, whether the owner or the tenant. 
If there is a tenant on a long-term lease, we get the 
additional protection of the tenant's ability to pay 
as well as that of the owner. The net return on the 
property and the length of the lease will also affect 
the length of loan and the interest rate charged. 

All of these factors affect an indus- 
trial loan as well. In addition, importance is attached 
to the history of the area with regard to vacancies, 


zoning requirements and the attitude of the municipality 
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The location, too, has to be analyzed more carefully; as 
well as such factors as age of the building, availabilit 
of transportation facilities and parking, type of 
construction, etc. In an eHavetrngal 16k the covenant 
of the owner of the building is more important, because 
it would probably be harder to realize on the security 
in case of default. If this company defaults it is 
almost sure that a whole lot of others will be default- 
ing in times of a recession. So you can do nothing 
with the factory. It is comforting to have a mortgagor 
who appears financially able to pay off the loan. 

In recent years when good loans have 
been harder and harder to find, we have had to look 
further and further afield, Three or four years ago 
we went into development loans, otherwise called 
temporary or interim financing. This is a situation 
where a permanent first mortgage has probably been 
arranged from an insurance company at a favourable rate, 
but is not available until the building is fully 
completed. In this case the borrower wishes, in most 
cases, to get money to help him build. Sometimes he 
can get it from a bank, but other times he cannot. He 
may be fully borrowed, for instance. In this field we 
also compete with a lot of the finance companies. We 
agree to put up the money while construction is pro- 
ceeding. The advances are made on the land and then on 
the building in different stages of progress. This may 
go on for six to eighteen months. The interest rate 
charged for this type of loan is currently ten to twelve 


percent. The borrowers are experienced and knowledgeabl 
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developers. They say one of them wouldn't pay a quarter 
of one percent more to his brother, if he had the money 
to lend, if he could get it cheaper elsewhere. The 

rate is justified because of the igi involved in 
possibly having to take over a half finished building 
and complete it. This has happened to us a couple of 
times. We are working our way out of the situation 
satisfactorily, but let no one say that the interest rate 
is not warranted by the risk involved. Of course we 
Limit the amount of money we put into this type of 
thing because it is risky. We also have to think of 
our own depositors. 

In addition, we have made short term 
mortgage money available for development and improve- 
ment of raw land. We cannot lend on unimproved land, 
but we can lend money for the installation of services 
to subdivisions for the purpose of making the improve- 
ments. We try to keep these loans down to forty or 
fifty percent of the final value. No money will be 
advanced until the plan is registered. Thereafter we 
will make advances as justified by the installation of 
the services. These mortgages are ordinarily from six 
months to two years; subject, of course, to renewal if 
everything is going well. The usual arrangement is 
that discharges can be picked up by the subdivider for 
a certain sum per lot as each is sold. This sum covers 
interest up to date and a certain amount on account of 
principal. We try to make sure that all of the loan is 
repaid in full by the time 90% of the lots are sold. 


The interest rates here are comparable to those charged 
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for development loans. 

One other type of loan on which we have 
pioneered may be of interest to you. You have heard 
how hard it is to get larger eerceaeea on older homes. 
The financing of them has been one of the problems in 
the province. It is in this area of second and third 
mortgages on the older home that some of the unscrupulou 
lenders have been operating. We have made arrangements 
to meet this requirement for larger mortgages on older 
homes by an agreement with another company so that we 
could advance up to 80% of the value at 8% interest. 

British Mortgage & Trust entered into a 
contract with Granite Investment & Development Limited, 
a reputable second mortgage company in London -- only 
two or three years old -- to put up the money in one 
combined mortgage. The borrower makes only one payment 
to us. We advance 2/3rds of the value and Granite the 
other 13-1/3%. This is exactly one-fifth of what we 
put up and between us we can advance 80% of the value. 
In this way, loans on older homes and even stores are 
made up to $25,000, with about twenty years to pay, 
if required. The mortgages are drawn for ten year 
terms. At the end of that time they are renewable but 
it is quite likely that the borrower will then be able 
to obtain a conventional loan at a lower rate of interest. 
There is no age limit on the properties taken as 
security, provided that they are well maintained. 

The only charges which the borrower 
will have to pay for a loan of this sort in addition to 


the interest are the modest inspection fee and the 


Sie ‘wee: 


¢ 


: : ° 
fe n4 ‘ y = DS reat “ 
Ad 34 vu st Sn Huo s wv ee 


x 


Bag — asf iN 


——— = - 
saa os 


ere 


¥ iit 
‘ * 


a, y 
a 


sent. RE ea nortd 
a I has rh 
7) 
w oe neevied bah. wo io On 


iv 
muy ie ; 


oo eupel .uBw att a 


e if 
dittw: ,0Oo, 208 od. eben 4 


7 


i portuye i va 
P : 2 a : 
eds to hae ont 9h BY “ i oy 


Jadd eteunet — abs 


hentetatend Lraw 


sien orig ‘ aeonane uta 


£49 io nse 


: i al 7 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1691 


regular legal costs for certifying the title. 

You have heard a great deal about 
mortgages over the past few weeks. I hope I have been 
able to give you information on sows nei facets of this 
important industry. Let me assure you that we at 
British Mortgage & Trust are trying to meet a need 
wherever we can see it. It is only by so doing that we 
can justify our existence and at the same time make a 
profit for our shareholders. Nevertheless, while thus 
engaged, we are always constrained to bear in mind that 
our very first responsibility is to the people who 
have placed their money with us in trust. We must 
conduct ourselves in all our undertakings not only with 
imagination and energy but also with prudence and 
caution, so that we will not fail those who have 
entrusted their savings to our keeping. Thank you, 

THE CHAIRMAN: Mr. Sedgwick, have you 
got any questions? 

MR. SEDGWICK: Mr. Gregory, most of 
the questions that occurred to me early in your brief, 
you got around to answering before you finished. There 
is one question that I am sure the members of the 
Committee will ask you, if I dont. On page 3 I notice 
that you say your mortgages are drawn for a period of 
five years time and then renewable on whatever may be 
the prevailing rate at the time. Do your mortgages 
amortize themselves over any period or is there involved 
a balloon at the end of the five years? 

MR. GREGORY: Well, with our mortgages 


there is -- you can call it a balloon, if you wish -- 
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there is money unpaid at the end -- 

MR. SEDGWICK: I don't use it in a 
derogatory sense -- 

MR. GREGORY: I now, but it's used with 
second mortgages, and it's most important not to have 
it at the end of the mortgages. With first mortgages 
it doesn't matter so much because your first mortgage 
is only 2/3rds when you start. During the period of 
five years, even though the payments are based on a 
20 year pay-out, so you don't get too much money paid 
off, you do get something paid off at the end of five 
years, so that it is obviously easier to mortgage your 
property at the end of the five years than it was at 
the beginning. And you can usually get more favourable 
terms, unless interest rates generally have gone up 
and so, if the mortgagee or the institution you are 
with now doesn't want to lend it to you,you can get 
it from other people. I must admit there is a great 
competition for these -- a lot of them going so far as 
to keep track in Registry Offices when mortgages come 
up for renewal so that they can go and try and get 
the business of renewing them. Mortgages get better 
as they get older from the point of view of the investor, 
first mortgages. 

MR. SEDGWICK: Yes, so that there isn't 
a problem -- 

MR. GREGORY: There is no problem of 
renewal. 

MR. SEDGWICK: So that the borrower is 


not faced with a sort of put up or shut up situation? 
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MR. GREGORY: No. With the second 
mortgage sideabiogiat is quite different. 

MR, SEDGWICK: I guess so, Yes, yes. 
Then, Mr. Gregory, does your company pay a commission 
to agents who may bring them acceptable mortgages? 

MR. GREGORY: We did it up to about 
five or six years ago. And then money got so tight 
that I stopped it. We paid a commission to get money 
from people who bring us investments, like our Guarantee 
Investment Certificates, we pay 1% for a five year term. 
And we have stopped paying on getting mortgages, but 
just recently -- as I say, things are getting so 
competitive -- in certain areas where we haven't 
branches, we have offered a commission to certain 
selected agents, so our policy is flexible on that. 

MR. SEDGWICK: Yes. That would be 
at 1%? 

MR. GREGORY: Yes. 

MR. SEDGWICK: You pay that yourselves, 
you don't charge it to the borrower? 

MR. GREGORY: No, no, that's something 
we pay for getting it. I think most institutions used 
to pay that rate. 

MR, SEDGWICK: And I see that on page 8, 
the second paragraph, you say, "In Canada, our interest 
rates are the second lowest in the world”. Is the 
United States the lowest? 

MR. GREGORY: Yes. You know, all their 
rates are probably 1% below ours generally. We are 


spoiled in this country, if I can use that term, by 
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interest rates. You get used to the rates that we 
think are high. Then you go somewhere else and find 
that we are very fortunate. You run into 12, 15% up 
to 20 on first mortgages and bank loans in many countrie 
where there isn't capital. The importance of capital 
to borrowers is seen in this connection, the rates 
are kept lower where there is a capital market. 

MR. SEDGWICK: Do you have any statistic 
or can you give us an estimate as to how many of your 
mortgages are home loans, over the past ten years? 

MR. GREGORY: Well, over the past ten 
years we have foreclosed a half dozen, I suppose, but 
I don't think we have had any loss yet. We may even 
Still have a profit despite it. 

MR. SEDGWICK: During the 30's and 40's 
(rest inaudible) 

MR. GREGORY: Yes, there is no loss 
at present. We have some still in hand, but we have 
had to sell and, of course, when you still have your 
values above the mortgages people get into difficulties. 
Not only we offer to sell but they can require sale 
and so the property will be sold and the mortgagee 
will be paid off, the first mortgagee and maybe the 
second will get part or all of his, and anything left 
goes to the owner. During the 30's, to get back to 
there, of course we, in common with so many other 
companies, had a great many mortgages on our books 
for years and years, homes that -- 

MR. SEDGWICK: You would have to rent 


them and do your best to carry them until they could 
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dispose of them? 

MR, GREGORY: That was the big problem 
in those days. 

MR, SEDGWICK: Mr. Gregory, it was said 
to this Committee on Monday, that some insurance 
companies will now refuse to insure older houses in 
the City, blocks of older houses, with the result that 
as the owner could notget insurance, he couldn't borrow. 
Do you know anything about that situation? 

MR. GREGORY: You are referring to 
fire insurance companies -- 

MR. SEDGWICK: Yes. 

MR. GREGORY: refusing to insure 
them? Well, I don't know that situation, but there 
is no doubt that it might be a problem, As far as we 
are concerned we have a blanket insurance coverage 
that covers everything that we own. I'm sorry -- it 
covers every property on which we have a mortgage and 
insures us against loss by fire to us, not to the 
owner, but to us, in any of these cases. We could 
possibly undertake such a thing. 

MR. SEDGWICK: I see, so that even 
though the company might not insure the owner, you 
will be covered by your blanket policy -- and, there- 
fore, could lend? 

MR. GREGORY: We would have to check 
with the insurance company, of course. But it's 
possible that we could lend, and if we could we would 
be delighted to do so. 


MR. SEDGWICK: Those are the only 
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THE CHAIRMAN: Mr. Irwin, do you have 
any questions? 

MR, IRWIN: Yes, Mr. Chairman, perhaps 
more for information than weabcina in On page 2 in 
about the middle of the page you refer to the scarcity 
of good mortgages and on page 7 you refer to the demand 
for good mortgages. I wonder if you would clarify 
whether you are speaking in terms of the borrower or 
the’ lender? 

MR, GREGORY: I am speaking, Mr. Irwin, 
in terms of the lender here. The scarcity of good 
mortgages for us to lend money on. The two sentences 
mean the same thing, slightly differently enh bag In 
other words, we have half a million dollars right now 
in short term securities in which I would be delighted 
to put out on reasonably good mortgages. 

MR. IRWIN: But at the present time the 
availability of capital for lending purposes is greater 
than the demand? 

MR. GREGORY: That is correct. And I 
think most companies are in the same position. 

MR, IRWIN: I see. This is having an 
effect on the rate of interest to lower levels, is that 
right? 

MR. GREGORY: That's true. 

MR,IRWIN: That's the case now? 

MR. GREGORY: If, for instance, if 
government bonds dropped at the present time, you would 
find quite a drop, I would think, in mortgage rates. 


Unfortunately, government bonds can't drop too much 
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because of the international exchange situation and you 
are in to something beyond their control really that 

is setting the basic interest rate at the present time. 
But as far as mortgage rates are baat a, the supply 
of money pressure is on shoving them down, but then if 
it gets below a certain point, say 6-3/4, treasurers 

of these institutions will prefer to buy government bond 
at even three-quarters of a point less because there is 
no problem. You have to figure about half of 1% cost 
for administration of the mortgage, whereas for a bond 
there isn't any administration cost. You just get it 
and put it on your books -- millions of dollars at a 
time -- just like that, you see. 

MR. IRWIN: Is this particular economic 
situation a short term one, or do you think it is a 
long term one? 

MR, GREGORY: Well, that's a very nice 
point. If we knew the answer to that one it would be 
valuable. Justpurely speculating, from my own personal 
opinion, I think money might tighten slightly over the 
next spring. I think there may be good demand, in 
other words, for funds. But I am inclined to think then 
that we may run into a period of easier conditions, long 
term, intermediate term, over the next two or three 
years. I think we might well do that. 

MR. IRWIN: Thanks very much, There 
are just one or two other points. Is there any 
accounting for the fact that, as you mention, generally 
speaking, mortgage interest rates are 1% lower in the 


United States than here? 
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MR, GREGORY: Well, just the tremendous 
amount of money Eo rranie! and a sophisticated capital 
market that has been built up over the years. You see 
here, as you will recall, probably read in the papers, 
we have to -- there is about three quarters of a billion 
dollars flowing into this country each year in capital 
that we haven't got ourselves, so it will only come 
from the United States and other older countries to 
us if the rates are attractive. If those rates, if 
that money wasn't flowing in here, as there is some 
question before the country at the moment about some 
of this foreign capital, if.that doesn't come in here 
the only result can be to drive up our interest rates. 
The reason the American rates are lower is that supply 
of money they have. 

MR, IRWIN: This, of course, would be 
true. I just wondered if there are any better mechanics 
in the money market in the United States who bring 
lenders and borrowers together, than here, if it would 
have an effect on that differential? 

MR. GREGORY: When you say lenders 
and borrowers are you speaking of mortgage lenders and 
borrowers or -- 

MR. IRWIN: Generally the supply of 
eredit and those who wish it. 

MR. GREGORY: I don't think so. I 
think they use quite similar methods, I think our 
government market here is every bit as technically 
proficient as in the United States, there are more 


people involved in it and they raise the money extremely 
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well. In the mortgage field they have their savings 
and loan institutions over there which have brought 
a lot of money for mortgages in the last few years. 
They have grown very quickly. But Hee you have the 
comparable thing in our mortgage companies, of which 
there are only three or four big ones, and the trust 
companies who are going out to get public money, 
offering good return on interest and it's flowing in 
in such good amount or volume that we have it available 
for these mortgages. And I don't think you need any 
more money, it comes in very quickly and goes out very 
quickly and easily. 

MR, IRWIN: Thank you, Mr. Gregory. One 
other point ~-- just asking for a comment in regard 
to page 10, where you suggest it would be impolitic 
to interfere with the free play of the market in relatio 
to the setting of interest rates and I certainly think 
that you have given a very clear exposition of the 
way that marketplace works in regard to conventional 
institutions. However, the matters which have come 
before this Committee seem to deal with the areas of 
shorter term lending, particularly in second mortgages, 
in which you are more or less including yourself. It 
seems to be in these areas where the free play of the 
market as you describe, doesn't seem to work very well. 
And it is because of that perhaps that some thought 
has to be given to either improving the mechanics of 
the market for short term deals or regulating, or 
providing regulations, that would at least reduce the 


abuses. Have you any comment on that? 
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MR. GREGORY: Well, Mr. Chairman and 
Mr. Gregory, we are not involved in this so any comment 
I make is purely academic, but I think the abuses 
appear to be worse than they are. All I know about 
them is what I have read in following your proceedings 
as reported, and I don't know the details of some 
of these, where extremely high rates were charged, 
why they didn't go to reputable companies and to other 
people who have money available. I think the first 
step has been made through the Mortgage Brokers Act 
bringing these intermediaries under control, but there 
are probably millions and millions of dollars going 
out in second mortgages and the last five to eight 
years there have been developing companies in these 
fields who are now becoming country-wide. And they 
are rapidly improving the situation. For instance, 
Coronation Credit, a Vancouver company, that is now 
down here; this Granite Investment, which I mentioned 
as meeting the same need in London, has about two 
million out. But they are doing it at a straight rate 
of about 12 to 14%, depending on again the security, 
the creditworthiness and the amount. They are giving, 
amortized over ten years, sometimes up to twenty, with 
no balloon payment, no bonus, straight second mortgage 
up to 80% of the value and these, as I say, are 
reputable people meeting a real need and you are getting 
the sales finance companies doing the same thing because 
the banks going into consumer credit has left them with 
a great deal of money, so they have been seeking wider 


markets and they are going into this second mortgage 
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market. Just millions of dollars are now available 
for second mokieasest If the public knows where to 
go, and they have been a little slow to get to them, 

I think, but I think this whole situation is going 

to clarify itself and I think any interference with 
that is just going to make them say, "Oh, the heck 
with it". No creditor or no person with money wants 
to get into a regulated or restricted market because 
they don't know what's going to happen. I don't think 
there is anything more sensitive to a climate, to an 
atmosphere, than is capital. If capital thinks the 
climate is getting cold and unfriendly, it goes 
somewhere else very quickly. And that's true all over 
the world. And I would suggest, this is only my own 
feelings, I would hesitate to get too involved in 
restricting that second mortgage market just for the 
sake of what 1% or a fraction of 1% of the people who 
might have gotten into trouble. Maybe it was their 
own fault, but if you do worry about that fraction of 
a percent you might cause higher rates and trouble for 
hundreds of thousands of people who now have the 
opportunity of getting reasonable loans. 

MR. IRWIN: In other words you are 
suggesting that any efforts in regard to this field 
would be in improving the mechanics of the market? 

MR, GREGORY: I think so. And I think 
the publicity you have given it has been a great thing 
so that people know where to go. As I have noticed, 

a lot of these people are not knowledgeable -- they 


may be new Canadians, they may be people who got bad 
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advice one way or eee and I have seen a lot of 
good advice, for instance, the articles written by 
Betty Lee contain a lot of good, sensible information 
and advice. It is that sort of thing that is going 
to help it, not by legislative restrictions. 

MR. IRWIN: Thank you, Mr. Gregory. 

THE CHAIRMAN: Mr. Bukator? 

MR, BUKATOR: Mr. Gregory, I am very 
pained to read on page 15, "One other type of loan 
on which we have pioneered may be of interest to you”, 
you suggest, and that is mortgages on older homes. I 
don't profess to know too much about too many things, 
but I didn't know that there was a company that took 
actually a bit of a risk to loan money on older homes, 
up to 80%. I'd like to know a little more about that. 
I think your company and the Granite Investment should 
be commended for their approach to a problem that has 
been here for a long time. When did you go into this -- 
you say that you pioneered it? 

MR. GREGORY: Well, I think it was just 
this spring. Last week we had ads this big in the 
Toronto newspapers mentioning again that we are in 
pusiness to get business and we would be glad to talk 
to you afterwards -- (laughter). I feel -- and maybe 
this is just because I am young and haven't been in 
this business -- my background was law and I have only 
been in this business for seven years -- but I feel 
that we have got to take risks and I think all of our 
financial institutions should take more risks. But 
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reserves and other things, but I think we have got to 
meet these abéaa® Of course, the legislature itself 
has put restrictions on us, as has been mentioned, we 
have 2/3rds as our limit now, even with a good lease 
against a property that we know -- we have a Dominion 
Store's lease on a building on which we have a first 
mortgage -- we can still only go to 2/3rds,; although 
that thing is as good as gold, you see. So that these 
restrictions prevent us from doing as much as we would 
like to do. But there is an attitude there that is 
necessary to -- 

MR. BUKATOR: You make mention of the 
fact in your brief here too, that the two -- actually 
there are two mortgages but only one payment blended 
into a percent figure of interest, but the first mortgag 
naturally would take the preferential one, and the 
lesser amount -- 

MR. GREGORY: We get the preference, 
the first mortgage -- in our agreement between us we 
have got the first mortgage position which you have 
to take at a fraction over 7%, they get almost the 
usual rate of 11 or 12 because they put up one-fifth 
of what we do, you see. It works our satisfactorily 
to each person. 

MR. BUKATOR: Mr. Chairman, while I 
have talked about this for quite some time, this is 
a field which we should explore further simply because 
aman who has either inherited an old home or come by 
it many years ago, and has not exercised his credit 
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can get into a better subdivision or a newer one with 
a bigger house. This would help the economy of the 
country, And I do believe that you are on the right 
track, I wanted to ask you what your experience has 
been so far, but you only started this spring -- 

MR, GREGORY: Well, we can tell you 
that our experience has been excellent. Have there 
been any defaults at all? 

A SPEAKER: No, none atv all. 

MR. GREGORY: No defaults. But the 
amazing thing, of course, to us tis the type of home we 
are getting. We have maybe -- oh, a quarter maybe -- 
of the older homes, but we are getting so many of the 
new homes from young people who are on their way up but 
haven't got the down payment, can only put up about 
20%, but the interest doesn't mean too much for them, 
they have got money, they own a nice home and they need 
the 80% mortgages. And they can't take advantage of 
the N.H.A. under the circumstances. 

MR. BUKATOR: If I could live that 
long with the cold that I've had for the last three 
or four days (laughter) I would take you up on your 
proposition. Although we have other similar institutions 
that do very much the same type of thing that you do, 
but it is a good thing to bring this out into the open. 
Because here is a comparison by way of a reputable 
company, not only this one but many others, and these 
hide binders who have been taking the public simply 
because the public didn't know, they didn't know where 


to go. That's all I have to say. 
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THE CHAIRMAN: Mr, MacDonald? 

MR, MacDONALD: Mr. Chairman, I just 
wanted to say that there are few briefs that have come 
before this Committee that I appreciate more than this, 
I think many of the institutional briefs that have 
come before this Committee at arms length. We've got 
1S page, double-spaced replies to the Commission because 
they are neither interested in what we are doing nor 
were they really anxious to divulge the background 
thinking and the formation of the policies. The kind 
of change in this substance of presentation I think 
is going to be extremely useful to the Committee. There 
are a few, just small points, along the way -- really 
just flea bites -- that I was curious about. 

On page 5, in your discussion of 
ereditworthiness, there is one aspect of this that has 
always puzzled me. As I see it there is one grand 
exception to this proposition of creditworthiness and 
that is the apparent ability of people to continue to 
get credit when they unload their original obligations 
through bankruptcy. Now this may be corporate rather 
than individual -- 

MR. GREGORY: No, they both do. 

MR, MacDONALD: They both do it, but 
am I correct in the general proposition that there is a 
surprising number or percentage of cases of people who 
unload their obligations perhaps deliberately, through 
bankruptcy, and then seem to be able to get credit to 
go on another merry fling until the next bankruptcy? 


MR. GREGORY: Well, Mr. Chairman, in 
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answer to that I can only say it is a bit beyond my 
Pionzeited but if we know somebody has been bankrupt, 

I doubt if they will get a loan from us, but on your 
general problem, I could chat with you about that for 

a long time and what to do to tighten up the Bankruptcy 
Act, but that isn't in the ken of this discussion. 

MR. MacDONALD: On page 8 -- this is 
something you commented on earlier in a comment to 
Mr. Irwin -- your suggestion that interest rates, 
higher interest rates, or the particular level of 
interest rates, there is nothing immoral or improper 
about this. This is a worry. 

MR. GREGORY: I thought you would be 
interested in that comment. 

MR. MacDONALD: Because your Subnet. 
within the context of your operation, is understandable 
and defensible, but in face of the problem that really 
provoked the establishment of this Committee, I would 
hope that even you would agree that that isn't the 
case, 

MR. GREGORY: I was sorry to see that 
the Unconscionable Transactions Act was held ultra vires 
of the Province. I thought that was quite a useful 
statute where somebody could look it over and decide 
on the facts of that case, whether it was -- 

MR. MacDONALD: In fact, pursuing the 
question that Mr. Irwin asked -- the problem, as I 
see it, in the kind of picture that we have had sketched 
out in this Committee, is that you have shyster operators 
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discouraging is you have what are apparently convention- 
al, respectable operators at every level up to 30, -- 
24, 27, 30% -- on the immoral level or moral level, I 
find it just a little difficult to reconcile in my 

mind my perhaps old-fashioned approaches to the 
proposition that a man can come in and say, "We are 
operating at 24 or 27%" -- it's open, everybody knows 
it, and yet that there should be a field for this kind 
of operation on a regular basis. 

MR. GREGORY: Well, it shows that 
money has a value. One instance I will mention that 
always struck me as rather interesting and I never 
did figure out the interest rate, but there used to 
be a pool parlor owner whom I knew, who cashed pay- 
cheques for the chaps after work, and he would take 
the odd cents in the cheque -- this was on Friday 
night -- and give them even dollars, you see. So he 
might get up to 95¢ for cashing a paycheque for $50.00 
until Monday, when he went to the bank. And this 
went on for years and years and that was the regular 
way to get your cheque cashed after the banks and 
trust companies had closed. Now I would hate to figure 
out what those interest rates were but they did it, 
they got a need supplied, they weren't concerned. It 
was a profitable business. 

MR. MacDONALD: Maybe this isn't the 
place to pursue this, but when we have companies that 
are now emerging in the field -- we have two or three 
new companies no more than two years of age -- whose 


rates were from 15 to 18%, their claim was we are 
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obviously meeting a need, picking up the people who 
are bailing out from the 24 to 27% and have gotten 

in beyond their depth. Now, I'm raising this because 
of your general contention that it is wise not to 
make regulations -- 

MR. GREGORY: The thing that is 
going to lower rates, Mr. MacDonald, is letting the 
marketplace take effect and take hold. It's coming. 

We may feel it is too slow, maybe I do too, but it's 
coming down. And I think if you start to regulate 

it eae under the Small Loans Act, for instance, about 
five or six years ago, at Ottawa, they said they 
would -- you only had to charge 4 of 1% a month over 
$1500 -- was it, between 12 and $1500 -- between $1000 
and $1500. Well, the result was that nobody makes 
loans in that field. You see, there you are -- do 
you want the money or don't you? 

MR. MacDONALD: That's why Mr. Belanger 
suggests you raise the limit is meaningless if you 
don't do something about that half a percent. There 
is no money being loaned between a thousand and -- 

MR. GREGORY: No. It's far more import 
I think, to encourage people to go into the field of 
lending money to these people, teaching people to pay 
their debts, that they should pay them, and you will 
get the money and you will get it just as quickly as 
possible because they are paying those rates because 
the money obviously isn't available from somebody else. 
Why 4sn't it? There must be too much risk. 


MR. MacDONALD: I can think of one 
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company that came in here and I am curious to know how 
the devil they operated, to put it very bluntly, at 
a regular 24 to 27% interest rate? 

MR, GREGORY: That's common in the 
States all over, even with their lower rates than 
ours, those rates. 

MR. BELANGER: That's common, you say, 
over there? 

MR. GREGORY: On Finance Companies, yes. 

MR, BELANGER: Well, I'm not talking 
about Finance Companies, this is the point. This 
isn't a finance company. 

MR. GREGORY: This is what, a second 
mortgage company? 

MR. SEDGWICK: I've forgotten. 

MRS. DELL: Wasn't that Superior 
Discount? 

MR. SEDGWICK: They handle second 
mortgages. 

MR, GREGORY: Were they large amounts 
or relatively small amounts, small payments to keep 
track of and all that sort of thing? You see your 
administration of a thing like that will take a lot 
of percentage. 

MR. MacDONALD: Well, one other again 
small question. I am very curious as to why poultry 
farms get on your list of discrimination. Is this 
the product of what you might call more local conditions 
that you are dealing with because I can think of other 


kinds of farming that I think are just as risky as 
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poultry farming? 

MR, GREGORY: I think probably it is 
the result of experience and also the result again of 
a special purpose building. Some farmer comes along 
and decides to go into poultry. Well, up to that time 
his farm has been sound, it has a value that you know, 
everybody can establish it within $500 or $1000 -- say 
it's a $15,000 farm -- you can lend him up to $8,000 
or $10,000. Then he builds quite an elaborate chicken 
house on it, maybe as much as the value of the farm. 
It's not uncommon ce another $15,000 -- he might have 
to borrow most of that. Well, that is a different 
proposition. The price of eggs changes next year 
and he makes no money and in a year or two he is in 
default and say he gives it up and gets off. What do 
you get out of that farm? You can still only get about 
what the farm was worth in the first place. 

MR. MacDONALD: Well again, I don't 
want to pursue this, but I think I could make a pretty 
strong case of many other branches of farming that 
could be just as precarious, whose reliance on a market 
that is up one year and down another. 

MR. GREGORY: Yes, but the land basically, 
you see, may keep its value. That's the point. We have 
to look finally to this security which we have taken, 
But you are quite right. If it is the type of business 
where the price goes up and down like that you may not 
have any real basic value to that farm and you will find 
that people won't want to lend money on it. 


MR, MacDONALD: I was just wondering if 
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the poultry business was that rocky out in the Stratford 
area? 

MR. GREGORY: Oh, well, we don't 
confine ourselves to the stratford area. We have some 
very good poultry dealers, but it's just a matter of 
experience. 

MR, BUKATOR: Mr. Chairman, I would 
ask Mr. MacDonald, would you touch on commercial loans? 

MR. GREGORY: We haven't talked about 
commercial loans. 

MR, BUKATOR: May I explore that for 
a moment? When you come into an area and have money 
for a mortgage for a commercial unit, you take into 
consideration, naturally, the material of the structure, 
what it's built of, but more so the leases, I imagine? 

MR. GREGORY: Leases are the very best 
security. 

MR. BUKATOR: This is exactly what 
you look for. The building may sit on one corner and 
be an elaborate thing, but because they don't have 
the tenants to do the business the risk is that much 
greater and the amount you would lend them would be, Il 
imagine, less. Is that the way you determine it? 

MR. GREGORY: <A building bringing in 
no return, Mr. Chairman and Mr. Bukator, is not worth 
very much, You pay taxes on it and you maintain it 
and so on and nothing comes back. But if you have a 
building which is leased and you have reputable people, 
or should I say financially responsible people in that 


building, and you know that you are going to get your 
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rent month after month, you have that return, that 
building can take on an entirely different value, an 
added value because of the lease. And we will recognize 
that in valuing it. A well leased commercial building 
is as fine a security as you can get. 

MR. BELANGER: On page 4 you mention 
the fact that you concentrate on older homes and 
commercial and industrial properties. In all munici- 
palities today where it's a rat race trying to attract 
industry to their municipalities and you will find a 
municipality will set aside a certain tract of land, 
you see, and they call that an industrial area. Do 
you find that municipalities themselves or investment 
commissions or things like that -- that approach used 
for loans, let's say, for industry? 

MR. GREGORY: Well, Mr. Chairman and 
Mr. Belanger, so dentieay been local. We do this in 
Stratford. We have done it in some of the other 
communities in which we have branches like Newmarket 
and Brampton and we do it here in Toronto. And we 
do work with them, we are delighted to do that, but 
it's again at coming back to Mr. Bukator's question -- 
about the tenancy. We want to know that this industrial 
building is going to be occupied and is going to have 
somebody in it and we don't advance all our funds if it's 
a speculative industrial building until leases are 
arranged because, as I said, an empty building, an 
empty industrial building has little value. But if 
somebody is going to occupy it, we are delighted to 


talk terms. 
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MR. BELANGER: I was rather surprised 
in the statement -- you said at the present time you 
have more money actually than you can invest and still 
you say the the demand for good mortgages is extremely 
heavy and the bidding for them most competitive -- 

MR. GREGORY: Well, Mr. Irwin brought 
this point up. Maybe I didn't phrase it properly. 

The demand from institutions for these mortgages is 
heavy because all of the institutions are in the same 
position as we are, they have money available and we 
want the mortgage security as an investment. The demand 
by borrowers for mortgages is not as high, not as 

heavy right now as it has been in the first part of 

the year. 

MR. BELANGER: Then on page 14 you 
mention various things that you look into when you 
are making a loan. I was rather surprised that you 
did not mention anything there about taxation -- don't 
you take that into consideration, the loan taxation? 

MR, GREGORY: Not too much as a 
mortgagee. If we felt it was -- I did, I think, 
mention the attitude of the municipality -- it would 
come generally under that. If we felt the rates were 
so high they were confiscatory or they prejudiced the 
company which was involved, then of course we wouldn't 
go in with them, but usually municipal industrial tax 
rates are quite reasonable. Quite within the 
competence of the company to pay them -- they write 
them off as an expense. 


MR. BELANGER: (Inaudible) 
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MR, GREGORY: I was a member for 11 
years. 

MR. BELANGER; Thank you. That's all. 

THE CHAIRMAN: Mr, Sandercock, do you 
have any questions? Mr, Reilly? 

MR. REILLY: More a point for 
clarification, Mr. Chairman. Mr. Gregory indicated 
that this 66% was a restriction by the legislature, 
is this true? Is this by the Ontario legislature? 
This isn't a federal restriction, it's a provincial 
restriction is it, Mr. Sedgwick? 

MR. SEDGWICK: It's an Ontario 
restriction. 

MR. GREGORY: Mr. Chairman, last year 
at the request of the Department, this restriction 
which had been in a federal Act was incorporated in 
the Act both for insurance companies and trust and 
mortgage companies in Ontario by the legislature here 
and so we are now limited to that extent. 

MR. REILLY: Thanks, Mr. Gregory. I 
sense a little pessimism in your brief -- overbuilding 
and reaching the top of a boom or a cycle. Is this 
the attitude of the company generally? 

MR. GREGORY: Well, Mr. Chairman, as I 
said, we take a very flexible approach and we try to 
lend money whenever we can and wherever we can. But I 
ean't help occasionally being realistic about this 
thing and especially if you read very widely, as I do 
in both American and Canadian magazines, business 


magazines and financial, you will see outcroppings of 
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difficulties in the financing of real estate and there 
is just straws in the Wind, but a man who is in my 
position, as so many of them are, of lending public 
funds, has to watch those things most carefully to 
know when a hurricane is going to blow up. 

MR, REILLY: Well, Mr. Gregory, the 
members of this Committee are particularly interested, 
from the standpoint of finance charges and interest 
rates and so on. From your brief, I understand that 
you are technically not in the second mortgage field 
at all. Actually what you do is lend up to 80% 
along with this 66-2/3rds of your own and -- 

MR. GREGORY: We arrange it, as you 
might say. 

MR, REILLY: -- and with the Granite 
Company for the balance. So you indicate that the 
highest rate of interest that you actually charge 
is 10 to 12% on interim financing? 

MR. GREGORY: At the moment those 
are the rates. We did go as high, about two years 
ago, I think it was 15%. But that money we loan to 
people who are known as the smartest developers in the 
game and they wouldn't come to us up in Stratford if 
they could have got it for any less anywhere else. 

MR. REILLY: They knew what they were 
paying under the circumstances. Actually, as far 
as your rate of interest on 80% value, would be 
8%? 

MR. GREGORY: This is the rate the 


person pays, the borrower pays. We get out of it just 
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a fraction over 7 and the balance going to the second 
mortgage company. 

MR. REILLY: The situation now means 
that there are some people who don't have 20% equity 
or don't have perhaps the 80% value there. How are 
we going to look after them and what would be a fair 
rate of interest under those circumstances for the 
people who don't have this 20% equity? 

MR. GREGORY: Well, that's almost a 
loaded question (laughter) -- but I would be glad to 
try and help you out if I can. First of all I think -- 
I may be a little old-fashioned in some respects -- 

I think a person should rent property until they are 
able to make a reasonable down payment -- save their 
money in one of the savings institutions we have so 
that the money can be loaned out to others who need it 
until they get their 20% and then they can make the 
down payment. As far as a rate over that, it's going 
to just be what you have to pay because ze unless, of 
course you can build a mew home now for about $500 
down, winter works 500, gas and oil companies pay a 
second mortgage and you pay practically nothing for them 
but you haven't anything in them either, 2 however, 
you can do that. But getting back to this -- if you 
are in that 20%, you are putting up 90% of an older 
home, you are taking a risk, a very great risk, unless 
the person has money. And from your question, they 
haven't got money. Because values can change and 10% 
change in an older home in valuation can happen over a 


year and then the person may be out of work, they may 
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separate from their wife, they may not care and the 
first thing you know you have got it on your hands 
and values may go down further, There is a real risk 
of loss and all I can say about the rate is that it 
is something that has to be negotiated. 

MR. REILLY: Actually the company 
with whom you have come in contact -- Granite Invest- 
ment ae did they consider going higher than 84? 

MR, GREGORY: They are not allowed to 
by their trustees -- they have to borrow money from the 
public, although they do it on larger issues and they 
are not allowed to -- they can't over a first mortgage 
lend any more so that the combined total is over 80% 
of the value. That's a fairly common restriction 
for these financial institutions. 

MR. REILLY: The point I was trying 
to establish is the fact that the people who get hurt 
are those people who don't have an equity? 

MR. GREGORY: Yes. 

MR, REILLY: This was what I was 
trying to establish. You are not prepared to take a 
risk, and most companies are not prepared to take a 
risk and what we do under those situations is we 
chase people away to others who are prepared to take 
a risk and want to charge for it. I think that's 
basically the situation. 

MR. MacDONALD: With no ceiling? 

MR. REILLY: I suppose it depends upon 

the value, how important it is to the person, how much 


he is willing to pay for it, whether he thinks he is 
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going to lose his home under those circumstances I 
suppose it doesn't really make much difference to him, 
Actually he's not going to lose it, he is only deferring 
the time when he does lose it. 

MR. GREGORY: Often many of them have 
nothing in it except the down payment or two and they 
don't worry too much if they have it a few years -- 

MR, SEDGWICK: I was going to say that. 
He isn't going to want too much if he can't have some- 
thing less than 10% equity in it -- being aware of that, 
allow the course of proceedings to take over -- 

MR. GREGORY: Take afamily in for a 
year, if they don't keep it maintained they'll waive 
out of it. 

THE CHAIRMAN: Anything else, Mr. 
Reilly? 

MR. REILLY: Thank you very much, Mr. 
Gregory and Mr. Chairman, that's everything. 

MR, LETHERBY: I thought Mr. Gregory's 
brief was a very excellent one, sir, and Mr. Bukator 
was very glad to know that there is available a company 
such as yours which will make mortgage money available 
to these older type homes, We thought they were having 
difficulty to meet that need. That's all. 

THE CHAIRMAN: We have Mr. Lawrence 
with us now. Are there any questions of a general 
nature you would like to ask? 

MR. GREGORY: The only other thing 


that I will say, sir -- it may be just a plug -- in 


addition to the older type homes, we are making money 
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available out through tHe country, the northern part of 
the peninsula where money hasn't been available before. 
In other words, we are trying to meet this need of 
good, sound mortgage money financing wherever we can 
find it. 

THE CHAIRMAN: You are not running into 
too much competition up there I wouldn't think. 

MR. SANDERCOCK: What about ( )? 

MR. GREGORY: We can't compete with the 
Government, Mr. Sandercock; 5% loans and the -- what's 
the name of the farmers! -- 

THE CHAIRMAN: Credit Union, 

MR. GREGORY: -- corporation is pretty 
good. 

MR, REILLY: Mr. Chairman, I wonder if 
Mr. Gregory would want to tell us what his objection is 
to lending money on apartment buildings? I know it 
seems to be restricted to his own company. 

MR, GREGORY: Well, very briefly, Mr. 
Chairman, this is the result of our experience in the 
past depression when we had a few on our hands -- mind 
you we didn't lose any money on them but they caused 
a lot of worry over the years. Some of the older 
members of the Board still remember that and I must 
admit that our approach is getting a little different, 
but it takes a while. 

THE CHAIRMAN: Just one question I 
would like to ask and that was about buildings where 
you are advancing money. You suggest that you are 


advancing money to put up certain buildings and some- 
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times they run into difficulty and you have to take 
them over. How are you protected in a case like that? 
You said, I think, that you don't expect to lose any 
money. 

MR. GREGORY: Well, we of course only 
advance as construction progresses and we keep our 
advances to 50 to 60% of what we consider the value then 
in place. Then if we have to go in we have the money 
to finish them and rent them and actually salvage them 
by selling or leasing them, getting an income from 
them. 

THE CHAIRMAN: While they are waiting 
for the mortgage money, do you advance builders money 
in a case of that sort? 

MR. GREGORY: Yes. When there is -- 
usually when there is a completion mortgage, as they 
call it, waiting there isn't too much problem except 
as has happened more often recently, the builder goes 
bankrupt or is trying to do it on too tight a capital 
and does get into trouble and then there are problems, 

THE CHAIRMAN: Well, I would like to 
underscore what some of the other members of the 
Committee have already said. The fact that this is a 
very superb brief which you have presented to us this 
morning, for our purposes. It is so refreshing to have 
someone come here who can be frank with us and who has 
given us a great deal of information which we haven't 
had up until now, in a very factual way, in a way that 
is very easy for the members of the Committee to 


understand. We do appreciate your taking time out of 
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your busy schedule to come here and present this brief 
to us this morning. 

MR. GREGORY: Thank you very much, Mr, 
Price and gentlemen. 

THE CHAIRMAN: We will take a five 
minute break. 

---SHORT RECESS. 

THE CHAIRMAN: I would ask the members 
of the Committee and the spectators to take your seats 
please. 

We are going to hear from Mr. 8S. S. 
Martin, the Manager of the Personal Loan Branch of 
the Toronto-Dominion Bank. Mr. Martin? Mr. Martin's 
brief has been distributed to the members of the 
Committee and others and we will ask Mr. Martin to 
proceed with reading the brief unless he wishes to 
make some preliminary remarks and then following the 
presentation of your brief some of the members of 
the Committee and Mr. Sedgwick and Mr. Irwin and 
myself may have some questions. 

Will you proceed then, Mr. Martin? 

MR, MARTIN: Our bank has made this 
brief short, We have been more concerned, as we felt 
you have, with the disclosure end of this eteGat on, 
as we believe that was the prime reason for the 
Committee. 

As a very short preamble, you might 
Say our bank entered this field in 1959, we are 
the third bank in the consumer credit field. As for 


the brief, we wish to thank the Committee for this 
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opportunity to outline procedures and answer questions 

pertaining to the operation of our Personal Instalment 

Loan plan. In order that the Committee may be familiar 

with our forms and relevant papers we are attaching a 

complete set of documents: - 

1: Personal Instalment Loan Statement and Agreement 
The prospective borrower is interviewed by the 
Branch Manager or an officer delegated by him. The 
application is completed in detail and if the loan 
is approved the Manager so indicates on the reverse 
side. 

I might interject here that we do not 
centralize. All the loans are maintained at the 
branches. We just supervise the whole operation. 

It will be noted that the Agreement shows the gross 
amount of the loan and under Clause 1 -- which is 
under the Agreement -- the Bank is authorized to 
deduct from the gross amount of the loan a charge 

in addition to the rate of interest or discount set 
forth in the promissory note. The Personal Instal- 
ment Loan Statement and Agreement (attached) has been 
completed for a hypothetical loan of $1,500. 

2: Personal Instament Loan Note Form 
The note recites the gross amount for a net loan of 
$1,500. repayable in 24 monthly instalments of $69.26 
The note mentions the amount received by the 
borrower ($1,500.) the discount (interest) at 6% 
on the reducing principal balance $92.97 and the 


charge $69.08. (See Schedule of Charges S): 
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bas Schedule of Charges 
Loans are payable in 6,9,12,15, etc. months -- in 
other words, three month periods because the 
borrowers perfer to have these shorter periods -- 
to a maximum term of up to 3 years. | 

4; Chattel Mortgage 
A high percentage of instalment loans are secured, 
at least in part, by a lien against personal property 
normally an automobile. The cost for the preparation 
of the document i.e. Affidavit of Witness, which 
must be taken before a notary, and the cost of 
registration is included in our Charge. 

5; Renewal Statement 
This statement must be prepared and registered 
between the llth and 12th month after the date of 
the original Chattel Mortgage. The cost of 
registration is included in the Charge. 

Another charge I haven't mentioned 

which is also included in the charge is the cost for 

a Credit Report which are taken very frequently. 

6; Life Insurance Certificate 
All our Personal Instalment Loans are life insured. 
In the event of the death of the borrower the 
balance is retired by the insurance company. The 
cost of life insurance is also included in the 
Charge. 

7: Rebates 
Many Personal Instalment Loans are prepaid or 
refinanced and in such cases the borrower is allowed 


full rebate on the unearned Interest as well as the 
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Charge. For this purpose we use a Rebate Table based 


on"the 78's or sum of the digits method", For ex- 
ample, if sample note Item (2) is prepaid on May 
12th, 1964 the loan will have been on our books for 
6 months and the customer is reimbursed $53.01 for 
Interest plus $39.33 for the Charge. 

We also enclosed one leaflet and letter 
relating to the Plan which also indicates to the 
borrower what he may expect. As I say, we have made 
this brief short. We wanted you to see just what our 
forms look like, how they are prepared, what infor- 
mation we obtain, the disclosure to the borrower by 
way of just how much the service charge is, what 
is included in the charge -- in other words, it's an 
all-in charge, -- and, as I say, the insurance charge, 
he also is aware of that. A very important feature 
which Mr. Lofquist mentioned yesterday, something 
about the insurance. We have been in the field much 
shorter than Commerce and with that in mind when we 
went into the field we perhaps kept figures and data 
just for our own information. One item that is rather 
interesting, we think, is that the average age of the 
borrower at the time of death is 47 -- that's rather 
remarkable. It indicates that the insurance, which 
is paid by the Bank, is a real protection to the 
borrower. 

As I say, this is very brief, but my 
main concern was to let you know just how we operate 
with our borrowers. 


THE CHAIRMAN: Do you have any idea how 
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‘am yia(e) (REV, 2-63) 
| NAME 


i 
i 


} 


AME OF EMPLOYER: 


CUSTOMER 


FOR 


DOE, John 


(SURNAME FIRST) 


ANYTOWN, ONTARIO. 


(PLEASE PRINT) f) 


ERSONAL INSTALMENT 
DAN STATEMENT 


November 12th,1963 


(BRANCH) DATE 


> THE TORONTO-DOMINION BANK 


OCCUPATION Metal Worker AGE 30 


See CO ORESS 10 Main Street 


l years 


TELEPHONE NO. 32-612 ACCOUNT NO.l329 


OW LONG 
AST PREVIOUS ADDRESS 


25 Ninth Dues 
Hamilton, Ontario. 
RENTING O LANDLORD'S NAME 


WIFE 
Fre parto= 


OTHER BANK AND BRANCH (WHERE APPLICABLE) 


WN HOME X 
0 NAME OF 


NUMBER OF 
DEPENDENTS 


e 


ADORESS 


O NAME OF PARENT 


ADDRESS 


EMPLOYED SINCE: 


August, 1959 


Metal Mouldings and Supply Com: 


ASSETS LIABILITIES 


& tie Steel Company of Canada fy ee FROM 1954 to 1949 
MPLOY MENT 
RECORD 2, Bytown Metal Products PROMOS 1 een boo 


{ 


{OME—HOW REGISTERED Se he Rica Gail A 
| Jointl MONTHLY PAYMENTS 5 LO) 8 P.L.and Qe 11, 500 
JURCHASE PRICE YEAR PURCHASED ARE TAXES PAID ; 
14,500. 1959 yes INTEREST RATE__ % 
jot no. =O ESTIMATED 
i C} 
/LAN NO, 238 VALUE. Bi 3 500. 
AUTOMOBILE $ LIEN $ 
| (YEAR) (MAKE) (MODEL) OTHER DEBTS 
1958 Chevrolet Bel-Air "8" ce Eatons Balance re T.V. and stove 
3.8.V, LIFE INSURANCE A 
1D 18.00 per month) 300. 
DTHER ASSETS 
1 oa 
‘Boat and Motor 500. 
Furniture $2,500. 5 11800; 
i 
i INDIRECT LIABILITY AS 
] ENOORSER OR GUARANTOR cue Bees ar SURPLUS $ S| 275% 
(GIVE PARTICULARS ON REVERSE UNDER REMARKS) 
| ae es 


WAGES OR SALARY 
f 


15,200 per annum 


Lire 
INSURANCE 


| 


| 
| 


otHer income Wife part time work $15.00 per week 
Family Allowance ‘$15.00 per month 


NET C.S.V. 


D175 6 


HOW PAYABLE 
semi-monthly 


BENEFICIARY 


Wife 


YEARS IN FORCE 


8 


AMOUNT OF POLICY 


$2,000. 


AGREEMENT 


To: THE TORONTO-DOMINION BANK (HEREIN CALLED THE BANK) 


re: sl, 662.05 


PERSONAL INSTALMENT LOAN BY THE BANK. 


{| AUTHORIZE THE TORONTO-OOMINION BANK TO OBTAIN ANY INFORMATION REQUIRED CONCERNING THIS STATEMENT AND AGREEMENT AND AGREE THAT IT SHALL REMAIN THE BANK'S PROPERTY. 
| CERTIFY THAT THE ABOVE STATEMENT TRULY SHOWS ALL MY ASSETS AND LIABILITIES OF EVERY NATURE AND KINO WHATSOEVER INCLUDING INDIRECT LIABILITY AS ENDORSER OR GUARANTOR, 


1 DECLARE THAT NEITHER MY WIFE NOR ANY OTHER PERSON HAS ANY CLAIM IN OR TO THE ASSETS SHOWN ABOVE EXCEPY AS SEY OUT THEREIN ANDO THAT | AM THE SOLE LEGAL AND BENEFICIAL 
OWNER OF ALL SUCH ASSETS. EACH OF MY ASSEYS IS SHOWN AT A FAIR VALUATION, | AM NOT BEING SUED OR BEING THREATENED WITH BEING SUED AND THERE ARE NO JUOGMENTS OR EXECUTIONS 
AGAINSY ME. If ANY PARTY OF THE ABOVE STATEMENT IS INCORRECT IN ANY PARTICULAR, OR IF THERE 1S ANY BREACH HEREOF YHEN, IN EITHER SUCH EVENT, IN ADDITION TO ALL OTHER PROVISIONS 
OF LAW YO WHICH | MAY BY REASON HEREOF BE SUBJECT, | HEREBY AGREE THAT ALL MY PRESENT ANO FUTURE INDEBTEONESS TO THE BANK SHALL FORTHWITH BECOME DUE AND PAYABLE WITHOUT 


NOTICE OR DEMAND, 


Fy THAT THE BANK SHALL BE ENTITLED TO RECEIVE FROM ME A CHARGE IN THE SUM OF $ 69.08 


| AUTHORIZE THE BANK TO CHARGE MY ACCOUNT WITH INSTALMENT PAYMENTS AS THEY MATURE. 
If SAID LOAN IS GRANTED BY THE BANK YHEN [(N CONSIDERATION OF THE KEEPING BY THE BANK OF AN ACCOUNT FOR SUCH LOAN, | HEREBY AGREE; 


TO BE DEDUCTED IN ADVANCE FROM SUCH LOAN IN ADDITION 


TO THE RAYE OF INTEREST OR DISCOUNT SET FORTH IN THE PROMISSORY NOTE SIGNED BY ME. 

THAT, ON REQUEST BY THE BANK, | WILL SUPPLY ALL NECESSARY INFORMATION FOR AND EXECUTE AND DELIVER A CHATTEL MORTGAGE ON THE BANK'S REGULAR FORM ON MY HOUSEHOLD 
PROPERTY INCLUDING MOTOR VEHICLES AND ANY PERSONAL AND MOVEABLE PROPERTY AS DEFINED UNOER SECTION 7$(0) OF THE BANK ACT. 

| HEREBY CONSENT TO ANDO APPROVE OF AN APPLICATION BY THE BANK TO AN INSURANCE COMPANY ACCEPTABLE TO THE BANK FOR INSURANCE ON MY LIFE IN THE SUM OF THE AMOUNT FROM 
TIME TO TIME OWING ON SUCH LOAN PAYABLE TO THE BANK, IF 1 OLE WHILE SUCH LOAN 15 OUTSTANDING THE BANK HAS THE ABSOLUTE RIGHT TO APPLY THE AMOUNT OF THE INSURANCE MONIES 


PAYABLE UNOEAR THE SAID POLICY ON THE AMOUNT OF BUCH LOAN THEN OUTSTANDING, 
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IUNT OF LOAN APPLIED FOR 


GROSS AMOUNT $ DOOr , Oy pho ae. cen os, REPAYMENT Ope eee Uae oninie 


Pose or LOAN Purchase 1962 Chevrolet "87 Biscayne 


Less Trade 


Pay iatons 


oe CO Leer RE che ht ie 
ri GOO. 
1, 300- 


URITY 


TTEL MORTGAGE Yes 


DIT BUREAU REPORT 


“NOTE CO-SIGNED BY WIFE YES3Q NO 
*CAR INSURANCE ASSIGNED YESX] NO 


nown to Bureau for ) years - all accounts paid as agreed. 


LICATION TAKEN BY 


John Smith, Credit Officer 


'INO'’ PLEASE GIVE REASON BELOW WHEN APPLICABLE 


JARKS: 


Mr. and Mrs. Doe have maintained a small satisfactory account with us since coming 


to town h years ago.. 
his employers... 


they are a reliable couple and Mr. Doe is well regarded by 


In order to reduce monthly payments we consolidated Eaton's account with this 


loan. 


ReoH. Browne 
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BRANCH ROUTINE 


PERSONAL INSTALMENT LOANS PLAN } Preeyt 
6 MONTHS . FACE VALUS OF NOTE AND MONTHLY PAYMENT 
NET PROCEEDS Total Total FACE . Monthly — 6th 

TAKEN BY Service Interest VALUE OF Payment Pay- 

BORROWER Charge 6% pa. NOTE 5 Mos. ment 
$ 100 $ 1.16 $1.74 $ 102,87 eye - £1748 
150 1, 73 2,57 154, 30 A Be Pa 
200 2,32 3,42 205.74 34,29 34,29 
250 2, 89 4.28 257,17 42,87 42, 82 
300 3. 46 5,14 308, 60 51.44 51,40 
350 4,05 5.99 360,04 60,01 59.99 
400 4, 62 6.85 411.47 68.58 68.57 
450 5, 20 7.70 462, 90 77.15 77,15 
500 5,78 856 514,34 85,73 85.69 
550 6, 35 9,42 565,77 94, 30 94,27 
600 6.93 10,27 617, 20 102, 87 102. 85 
650 7.51. 11,13 668, 64 111.44 111,44 
700 8.09 11,98 720,07 . 120.02 119,97 
750 8. 66 12. 84 771.50 128.59 128,55 
800 9. 25 13,69 822.94 137. 16 137,14 
850 9, 82 14.55 874,37 145,73 145, 72 
900 10, 39 15.41 925. 80 154, 30 154. 30 
950 10.98 16, 26 977, 24 162, 88 162, 84 
1000 11,55 17.12 1028. 67 171,45 171, 42 
1050 12,13 17.97 1080, 10 180.02 180, 00 
1100 12, 71 18, 83 1131, 54 188.59 188,59 
1150 13,28 19,69 1182,97 197.17 197, 12 
1200 13. 86 20.54 1234, 40 205. 74 205, 70 
1250 14,44 21,40 1285, 84 214,31 ° 214,29 
1300 15, 02 22,25 1337, 27 222, 88 222, 87 
1350 15,59 23.12 1388, 70 231.45 231.45 
1400 16, 16 23,97 1440, 13 240.03 239,98 
1450 16, 75 24, 82 1491, 57 248, 60 248,57 
1500 . 17, 32 25.68 1543, 00 257.17 257. 15 
(1550 17. 90 26.53. 1594, 43 265, 74 265.73 
1600 18, 48 27.39 1645, 87 274,32 274,27 
1650 19.05 28,25 | 1697, 30 282. 89 282, 85 
1700 19, 63 29.10 1748, 73 291, 46 291.43 
1750 20. 21 29.96 1800, 17 300,03. 300, 02 
1800 20. 79 30.81 1851.60 308, 60 308, 60 
1850 21, 36 31,67 1903.03 317.18 317.13 
1900 21,95 32.52 1954, 47 325, 75 325.72. 
1950 22.52 33.38 2005, 90 334.32 334,30 
2000 23.09 34,24 2057. 33 342.89 342, 88 
2050 23.68 35.09 2108, 77 351.47 351.42 
2100 24,25 35,95 2160,20 © 360.04 360. 00 
2150 24, 83 36. 80 2211, 63 368.61 368,58 
2200 25.41 37.66 2263.07 377.18 377,17 
2250 25.98 38,52 2314, 50 385.75 385.75 
2300 26, 56 39.37 2365, 93 394.33 394, 28 
2350 27. 14 40.23 2417, 37 402.90 402. 87 
2400 27.72 41,08 2468, 80 411.47 411.45 
2450 28, 29 41,94 2520, 23 420,04 420,03 
2500 28, 87 42,80 2571, 67 428.62 428,57 
3000 34.65 51,35 3086. 00 514,34 514,30 
4000 46, 18 68, 48 4114, 66 685.78 685. 76 


5000 57. 73 85,60 5143, 33 857,23 857. 18 
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ORIGINAL TERM OF LOAN 24 MONTHS 


- OR MONTHS LOAN HAS RUN MONTHS LOAN HAS RUN 
PREM 1 2 3 4 5 6 7 8 9 10 + 12 


56 1,02. 07,03 .W3,k2. 39,20 35,47 31.92 28,56. 25.59 | 22,40 12975007 16.99. ah. 86 
S7. rode NS 507) F369 939.90 36710 32.49 29.07 ' 25.88 22.80 19.95 17.29 14.82 
58 Be.30, WSLS" Uh 66" HOL60" 36.73 33.06 29.58 26.29. 23,20' 20:30 17.59. 15.08 
oye oeises 49.76 -&5,43= 81.50 (37.37 33563 ° 30,09) 26.75. 23.60) 20.65 217,90 15.354 
60 55.20 50.60 46.20 42,00 38.00 34.20 30.60 27.20 24.00 21.00 18.20 15.60 


61 Beye. 51.4% 6.97. 82.70 38.63 S77 SL.2L) 27.65. olesbOLe2a5 oa abs SO 15.66 
Sea oryOu Se.e9 tb. HS KO' (39,27 35.3% 32,62; 28 11 Oy.80° BETO ele, 8a) I6.12 
63 Bi, 2Gm bos ce gah, ol Uy LO, 39,90 SE.9R 32/03) 26 SG) "25.20. 22,05. 19512 16.38 
64 58.88 53.97 49.28 4.80 40.53 36.48 32,64 29,01 25.60 22.40 19.41 16,64 
O67 he 780 654,82 50,05 45550 hL.17 37,05 33.25 Seok 26,00" 22.75 919. Jen oo 9 


66 G0i7e: 105,06 50,82 “46,20 01.80 37.62 33.66 29.92 MesOues.20» 20702017 .16 
67 OL, 64-y.50,50) 512259 46,90) 42,45 38.19 34,17" 30,37 26.601 (23.45. 20. 52° 1i.ae 
68 62gbGmiSls 90 85e.56 47,60 43.07, 38.76 34.68 30.83 .27,.20° 23.80 920,65) 17.68 
69 SP Ee aos 1 Ores. 13 8 8 b3 70 39 33.) 356293128 27.60) Beis 20,93), 27.98 
20et 64 BO le 59.03 459,.90 4900. 4h. 33 39,90 35.70: Sl.72. 220,00) 250° 2is25 16520 


Val 65,32, 59.88 54.67 49.70 44.97 40.47 36.21: 382.19 28.40 24.85 21.54. 18.46 
72 66.224 60472 9155.44) 50.40 45,60 41.0 “36.72 "32.64 28.80 .25220 “21,84. 18.72 
73 67,16 Ol,00) 96,2) 52.10 46,23- U1. 61 2572290133 ,09) 297 20) feos Ss eo. eas 98 
74 66,0ar 62.42) 56.98 .51.80 46.87 42.18 S7.74) 33595.029,60 wes. 90me2,NSs 19 ek 
1S) AOIFOOT Gs,20) lao 8 52.501) 87,50 02.75 4°38,.25, S400. 130. 00 26.25) 2en15 Loi sO 


76 69.92. 64.09 ‘58,52. 53.200 68.13 43,32 38.76. SutuS | sO.kO 26:60 725505" 29°76 
de eT OOlerO FON? SIS29"" 55790 U8. 77 | 43,89. 39527) 9 su. 91 30.60) Fe6,95~ 25.36. “e002 
78 71.76 65.78. 60,06 SH.60 49.4u0 4h.46 39.78 “35.36 31.20 27.30 23.66 20.28 
ID” “12 26866621 60493.55:30 50,03 45.038 080,29 35.8) ° 31060 127.65) 23.96 20754 
80" 73,60 (67.47 61°60 "5600 50.67 ©45.60 40.80 36.27 (32.00 2800 els27 120.60 


Sl 74 62006831. 62.37% 56.70 52.30 46.17 41531 -36.72 32.40 26735; 20557) 21.06 
62 75.44 69,25 63.14 $7.80 51.93 46.74 41.80. 37.173e858O 28/70 (ek ley, 21.32 
Bon 76,965 70,00 63.91 58.10. ‘$2.57 7031 902.337 1°37..63 ee comeOr 29 Od neon tone et. 0 
84 77.28 70,84 64,68 58,80 53.20 47,88 42.84 38.08 33.60 29.40 25.48 21.84 
85) (78..20).71.68 965.45. 69.50 53.83 48.65 43,35 38,55 eh, 00 | 2975-925, 78) Veenn0 


86 STRIP 772653 "66.22 °60.20° Sku? 49,02 83.86. 958.99.) 3u 480 30410 26509 22.36 
87 - 80,04 73.37 66.99 60.90 $5.10 49.59 BY.37. "39h 3U060 (30.45 26539 22,62 
88 80.96 Wuvele 6757662.60 55.73 50.16 UWY.88 239.89 Ss5.20 950180 2606922788 
69" $1.88) 75,06 68,53 62.30 °56.37 50.735 GUS, S9/7740.35  S5.60eelsl>s, 27,002: . 14 
90 62,80 75,90 69.50 63.00 57.00 51.30 945.90 40.80: 136700i0 61, SO) 127 2o0n 25.40 


91, §83.72) 076.7%. 70,07 63,70 57.63 51.87 Pu6Ti W125) 36.805 310285 ei BUray co 
Ser SUG ad Dom TOssummOrekOl 58.27 S2tuu MUS. Som Blt lNs 936).60m isc scOmmou nom eons & 
93 SS 056.76 No_ 7) 754. 65,10 58 90, 53.0) Be) US eeuOtden 37.20 oc. DO meO mem a rete: 
GU SC Ser OM eviM ees oO DO Oum>g), 53) 953,58) Bhi. OU) Olmos OOM S20 Om cool mmeous ct 
95 87,80 60.12 73.15 66.50 60,27 SU.15 68,05 Sau 0sr38500 193. 25ec. ce) er.70 


96 885324,.80..96. -73,92..67.20, 60780 54,72 48.96 43.52 38.40 33.60 29.12 24.96 
97 Cone eGOn 7.69 67.90 6IVU3NN55..29 (NO HOO moo. CO moo. COmmeo someones 
98 SONN6 82.65 75.6 68560 62.07 (55.86 "49 (98 Uae so co sh TS Omreon a) =o. 
he 92,08 83.49 76.23 69.30 62.70 56.43 50.89 SOR Co So GU geounommrsO 0s, P25, 74 
100 92,00) 64.33 77.00 “70.00 63.33  57,00.S1,00" 4SFsSeehOLOOEs5,00> 20,33 426,00 


200 184.00 168.67 154.00 140.00 126.67 114.00 102.00 90.67 80.00 70.00 60.67 52.00 
300 276,00) 253700 232)00 210,00) 190300 171,00) 53.700! 136500 120. O0F 105700 §92'0079 78)..00 
4OC 368.00 337.33 308.00 280.00 253.33 228.00 204.00 181.33 160.00 140.00 121,33 104,00 
500 460.00 421.67 385.00 350.00 316.67 285.00 255.00 226.67 200.00 175.00 151.67 130.00 
600 552,00 506.00 462,00 420.00 380,00 342,00 306.00 272.00 240,00 210.00 182.00 156.00 


7OO 644,00 590.33 539.00 490.00 443,33 399.00 357.00 317.33 280.00 245,00 212,33 182,00 
800 736.00 674.67 616.00 560.00 506.67 456.00 408.00 362.67 320.00 280.00 242.67 208,00 
900 828.00 759.00 693.00 630.00 570.00 -513.00 459.00 408.00 360.00 315.00 273.00 234,00 
1000 920.00 843.33 770.00 700.00 633.33 570,00 510.00 453.33 400.00 350.00 303,33 260.00 
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Some of the Purposes 
for Which We Make 
1-D Personal Loans 


A NEW CAR 

A USED CAR 
FURNITURE 

HOUSEHOLD EQUIPMENT 
MEDICAL EXPENSES 
EDUCATIONAL EXPENSES 
VACATION EXPENSES 
OUTBOARD MOTORS 


PLEASURE BOATS 


Loans for any worthwhile purpose 


will be considered 


See The Manager of 
Your Neighbourhood Branch 


fod sit] TORONTO-DOMINION §:7.1\1.4 


Where People Make The Difference 


The things you want tomorrow 


AVAILABLE TODAY 


through a low cost 
a) PD he 
PERSONAL LOAN 


Life Insurance Included 
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Need a new car... furniture for the house or maybe 


you'd like some of those modern new appliances that 


make life easier and more enjoyable ? 


Well, why wait? Get them now ... through a 
low cost Personal Loan from The Toronto- 
Dominion Bank branch in your neighbourhood. 


If you’re Steadily employed, and have a satis- 
factory credit rating, you'll be pleasantly sur- 
prised at just how easily you can obtain a 
Personal Loan from “The Bank”, 


You'll appreciate the low cost and the generous 
repayment terms — up to three years to pay. 
The chart below sets out the monthly payment 
for various amounts and different periods. 


MONTHLY INSTALMENT REPAYMENT CHART 


18 24 30 36 


12"). 
months months months months months | 


$. 500 |$ 43.96 $ 30.04 $ 23.09 $ 18.92 $ 16.14 
1,000 | 87.91 60.07 4617 37.83 32.28 
1,500 131.86 90.11 69.26 56.74 48.42 
2,000 17581 120.14 92.34 75.65 64.56 


2000 (21977 1590.17 2543. 9456 80.70 
3,000 | 263.72 180.21 13851 11348 96.84 


*Monthly instalment includes interest at 6% per annum 
plus service charge. 


Some of the most important categories for which 
we make T-D Personal Loans are mentioned on 
the back of this folder. Of course, there are 
many more, and we do mean it when we say we 
will consider loans for any worthwhile purpose. 


Life insurance for the unpaid balance is an 
important feature of our loan plan. This has 
proven very beneficial to many families. In the 
event of your death,the life insurance company, 
and not your estate, pays the balance owing to 
the bank. 


Lending money is as much our business as help- 
ing you to save. For this reason you will find 
your Toronto-Dominion manager completely 
understanding and anxious to work for you. 


Why not begin right now enjoying the things 
you want tomorrow. See ywur Toronto- 
Dominion Bank manager about a convenient, 
low cost Personal Loan today. 


You'll agree that in Personal Loans, as in every 
other modern banking service... 


People Make the Difference at 
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THE TORONTO-DOMINION BANK 


KING SHOPPING PLAZA, HAMILTON RD. & HALE ST, 
LONDON, ONT. 


A Personal Word from “THE BANK” 


It is surprising how few people realize that “THE BANK” is just as interested 
in lending people money as it is in helping them to save it. As a matter of fact, 
part of its obligation to you is to help you obtain the things you want and need. 


Toronto-Dominion’s "T-D” Personal Loans are designed for just that reason. 
They‘re available to you for any worthwhile purpose, including the purchase of 
a car, educational expenses, or new household equipment, to name just a few. 
They‘re also available to help you meet emergencies caused by medical and 
hospital bills, deaths or unforseen family problems. 


“T-D” Personal Loans make good business sense because their interest rates 
are low and life insurance coverage is provided for the unpaid balance of the 
loan. 


If you are steadily employed and need money for any good reason, make it 
a point to drop in and see us soon. We will be happy to discuss your requirements 
with you. 


Yours sincerely, 


*MONTHLY INSTALMENT REPAYMENT CHART 


12 months 18 months 24 months 36 months > 


$ 43.96 $ 30.04 $20.09. $16.14 


87.91 60.07 46.17 32.28 


175.81 120.14 92.34 64.56 


263.72 180.2] 138.51 96.84 


* Monthly instalment includes interest at 6% per annum plus service charge. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1725 


much you may have collected from the insurance company? 

MR. MARTIN: For death claims? 

THE CHAIRMAN: Yes, since you started. 

MR. MARTIN: Well, we have collected 
roughly a half million dollars. 

THE CHAIRMAN: In the last four years? 

MR, MARTIN: Yes. | 

MR. MacDONALD: The average age is 47? 

MR. MARTIN: 47. That's according to 
our statistics. When we have a death claim it has got 
to be supported, obviously, by a certificate. We don't 
just take the word from some secondary person that so 
and so has died -~ I mean the insurance company requires 
it. So when these come in they usually show the age 
and we also know from our Form -- the first thing there, 
at the top -- age 36 -- we know from that too how old 
the man is. That is a fact. It scares you, doesn't it. 
I'm 56. (Laughter) 

MR. MacDONALD: Well, tell me -=- this 
is just a small point -- how many deaths would be 
involved in this statistic? 

MR. MARTIN: About 500. Yes, the 
average is around $1,000. 

THE CHAIRMAN: Mr, Sedgwick, do you 
have any questions? 

MR. SEDGWICK: Mr. Martin, I notice 
in paragraph #4 you say that a high percentage of 
instalment loans are secured. We heard yesterday from 
Mr. Lofquist of the Bank of Commerce -- he gave us 


figures and said that 20% of their loans were secured 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1726 


by chattel mortgage security and then went on to say 
that over 54% of the loans were made without any 
guarantee or security. Would your figures be radically 
different because you use a high percentage -- 

MR. MARTIN: Well, I feel it is a 
high percentage. Whether -- I don't know too much. 
about the other banks -- but there is a high percentage 
of our loans are secured by chattel mortgages. 

MR. SEDGWICK: Would it be over 50? 

MR, MARTIN: I'd say over 50, yes. 

MR, SEDGWICK: Yes, probably running 
up to 70 or 80? 

MR, MARTIN: Well, I'd say that was 
a little high, perhaps 60, 

MR, SEDGWICK: 60% are secured by 
chattel mortgage? 

MR. MARTIN: That's right, of one kind 
or another, 

MR. SEDGWICK: Yes. Then, Mr. Lofquist 
was asked this question -- he was asked -- and he 
employed this figure in his brief. He said in the 
overall picture the average effective cost rate to the 
borrower under the Personal Loan Plan was approximately 
9.9%, which would be arrived at by what is called the 
Actuarial Computation. What would be your bank's 
figure? Would it be the same? 

MR.MARTIN: It would be less than that. 
You see, our rate runs around 102, then we take off 
your -- I don't know but I presume Mr. Lofquist was 


taking such factors as the cost of chattel mortgages, 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Liey 


the insurance factor, which is quite important -- 

MR, SEDGWICK: That was all included. 

MR. MARTIN: All in about 9.9. I 
would say ours would be about 9 and -- well, we figured 
it one time -- 9.3. 

MR. SEDGWICK: All in? 

MR. MARTIN: All in. 

MR. SEDGWICK: Covering insurance 
and everything else? 

MR. MARTIN: Yes. 

MR. SEDGWICK: I see. 

MR. LAWRENCE: While we are on that 
point, Mr. Chairman, I was wondering -- Toronto- 
Dominion, apart from most of the other banks, the big 
ones in any event, are the only ones to advertise 
their percent rate. 

MR. MARTIN: Not really, I don't think 
that is quite correct. In our advertising we say -- 
that's one in one of the folders there -- monthly 
instalment at 6% per annum plus the service charge. 
And the other folder also, some of the old ones, also 
says monthly instalments plus service charge. That's 
why, in our forms, twice we spell it out. On the 
application we show the service charge which is in 
addition to the interest. And again on the note we 
recite two amounts, the discount $92.97 and the charge 
$69.08. 

MR. LAWRENCE: How do you arrive at 
your percent figure? We heard yesterday about various 


systems and methods, Is this the actuarial method? 
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MR, MARTIN: Well, this is -- this is 
the Actuarial method. In other words, that is a true 
6% rate on a reducing principal balance. 

THE CHAIRMAN: Mr. Irwin? 

MR. IRWIN: Mr. Chairman, just on the 
Same line of thinking, looking at the Personal Instal- 
ment Loan plan to 12 months etc. It would appear that 
it includes the service charge and the calculated 
interest at 6% per annum on the same $200.00 -= it 
would come out somewhere around 11%, would it not? 

MR, MARTIN: I'm sorry, which sheet? 

MR. IRWIN: The Schedule, Plan 2 for 
12 months -- looking at the first item for $200.00, 
you add the service charge and the calculated interest 
at 6% per annum and you get a total charge of $10.98 which 
is to be repaid over 12 months and this roughly 
represents some 11%. 

MR, MARTIN: Actually the rate of 10.447 

MR, IRWIN: Yes. 

MR. MARTIN: That's all in. 

MR. IRWIN: 10.447. And what did 
you say your average all-inclusive rate was? 

MR. MARTIN: Between 10+ --just, we'll 
say, 10-3/8ths. Say 103 for a really rough -- say 103. 

MR. IRWIN: So, your effective 
percentage, total cost of money to the face value to 

the borrower is somewhere in the order of 103 to 11%? 

MR. MARTIN: All inclusive. 

MR, IRWIN: Thank you, Mr, Chairman. 


THE CHAIRMAN: Mr. Bukator? 
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MR, LAWRENCE: Do you separate, as 
Commerce does, your loans granted by your Managers in 
the normal course of business from the personal loans? 

MR, MARTIN: We keep separate totals. 
We have to do that for insurance because we have to 
pay the premium monthly and it.'s on the outstanding 
balance, so all our branches across Canada maintain 
their own books and they send in reports at the end of 
each month to us, which are tabulated. Then we, for 
statistical purposes, average loans, overdue bills -- 
the whole situation is complete from our department. 

MR. LAWRENCE: I would assume that 
your personal loan business or your Personal Loan 
Department is a small percentage of your overall loan 
business. 

MR. MARTIN: Oh, yes. 

MR, LAWRENCE: We weren't able to 
get any definite figure out of Commerce on this, maybe 
you will be unwilling to do it too. Could you tell 
us what percentage of your loan business is done through 
your Personal Loan Department? 

MR. MARTIN: Let me see, I'd say 
somewhere around 5% perhaps. You see, when you take 
into consideration your huge loans of 10, 15 million -- 
that takes an awful lot of small loans to take that 
fact in. It also must be remembered that the Commerce --|. 
they have been in the field for 25 years -- we have 
been in the field for 4 years. It is coming along 
nicely, yes. 


MR, LAWRENCE: Thank you. 
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THE CHAIRMAN: Mr. MacDonald? 

MR, MacDONALD: Mr. Chairman, just one 
question. Are your procedures standardized at all 
branches for loans? 

MR. MARTIN: Yes, all these forms 
are in the hands of the branches and they are standard- 
ized, although, as Mr. Lofquist remarked yesterday, 
you have to take into consideration the personal 
factor. It is a fact, unfortunately, the a person 
might go to one of our branches and we have an 
exceptionally conservative manager and he might be 
turned down, where if he had gone to one on another 
street he might have -- 

MR. MacDONALD: I meant the actual 
mechanics -- what is your standard procedure. Supposing 
a person were getting a loan on a note signed by two 
or three people for. say, $2,000.00. Do you pay out 
the $2,000 and when it’s repaid get the interest or 
do you pay it out just on the interest? 

MR. MARTIN: Well, on this Exhibit, 
he receives $1,500.00 as soon as he signs the note and 
he then owes us $1,662.05, repayable at $69.26. But, 
as I mentioned, if he prepays it he is given a full 
rebate. There is no hold-back at all on any rebates 
and that is standard for us across Canada. 

MR. MacDONALD: But you do discount -- 
I don't know whether you have actually answered my 
question or not -- do you discount the interest on 
what the person is seeking? 


MR, MARTIN: No. The Commerce, if I 
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understand it, if you bottow $1,000 for one year -- I 
may be wrong on this -- I gathered this from Mr. 
Lofquist yesterday -- you receive $940.00. Well, we 
take the other factor. We give him $1,500. He gets 
the amount that he requires, $1,500 and the charge 

is added on to the note. It is not discounted, it is 
added on. The interest is added on. 

MR. MacDONALD: Are there discrepancies 
that creep into your branches? 

MR. MARTIN: No, all our branches do 
this. This is said in the rules and regulations, that 
this is the way they must do it. And we see all these 
applications when they come in to us, so we are -- 
every application, theoretically, I'd say that99.9 of 
the applications are on file in our Department across 
Canada. 

MR. MacDONALD: I know of at least one 
exception (laughter). However, that is the general 
rule and that's what I was trying to get at. 

THE CHAIRMAN: Anything else? 

MR, SEDGWICK: One other thing. Do 
you have any figures as to what your loss ratio is, 
how many loans or what percentage of the money advanced? 

MR, MARTIN: Well, we have to look at 
it from the standpoint that we have been in this field 
in avery favourable climate. 

MR, SEDGWICK: Yes, and very recent. 

MR, MARTIN: Very recent, so at the 
moment our losses are running around one-quarter of 1%. 


But you must remember this has been very favourable. We 
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walk into the situation Mr, Lofquist mentioned yesterday 
up in Sudbury -- we are very big up there -- I guess 

we have more branches in that area than perhaps any 
other bank -- we have been there so long. And when 

they had the strike up there it was pretty tough. If 
that strike hadn't been settled it would have been very 
tough, 

MR. SEDGWICK: You just had to nurse 
them along? 

MR, MARTIN: That's right. We do 
nurse them along and the other banks do also. 

MR. SEDGWICK: In the end the loans 
were paid off? 

MR, MARTIN: In the end they are 
being paid off. But this again -- the strike was only 
what, three or four months ago, or the end of the 
strike, but they had one before that. We also run 
into situations -- Oshawa is a case in point -- where, 
not recently, but General Motors had, a couple of years 
ago, had a lay-off for six or seven weeks retooling. 
Well then you are in a situation where you have to 
nurse them along. But they do pay. 

MR. SEDGWICK: But in the result your 
loss ratio is very small? 

MR. MARTIN: Very good at the present. 

MR. SEDGWICK: Thank you. 

THE CHAIRMAN: Mr. Belanger? 

MR. BELANGER: Might I ask, when you 
have a piece of literature like these here, do you have 


to submit that to any branch of the Ontario government 
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for approval? 

MR, MARTIN: This type of literature? 

MR, BELANGER: Yes. 

MR, MARTIN: Not that I know of. 

MR, BELANGER: You just issue this 
thing and it's okay -- 

MR. MARTIN: I wouldn't know. I don't 
put out the advertising, the other Department does that 
but not so far as I know. I futaeve they just put them 
out. 

MR, BELANGER: I was interested in 
seeing that quite a few billboards (rest of sentence 
inaudible) 

MR, MARTIN: As you may recall, we 
were the ones that had the famous ad that we have the 
nicest girls in banking. The whole situation, in the 
ads, we like to think that we have got good people and 
that they do make the difference. That, of course, is 
advertising. There may be people here that disagree -- 
(laughter). 

MR. MacDONALD: This means they only 
have one glass eye. (Laughter) 

THE CHAIRMAN: Mr. Reilly? 

MR. REILLY: One question, Mr. Chairman, 
in connection with page 2, item 7 on rebates. Is there 
a standard rebate table used by most banks, are they 
very similar? 

MR. MARTIN: Again, I wouldn't know. 
Here is our rebate table. This sheet you have was 


taken from it. But this is the rebate table right 
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through the whole piece. What all the branches have 
is those Schedule of Charges that you all have, every 
branch has these, 

MR. RELTLLY: Well, Mr. Martin, do 
you know how this rebate table would compare with the 
rebate table of a Finance Company? 

MR. MARTIN: Again, I suppose, it 
would depend on a great extent on the finance company. 
some, I believe, have got hold-backs and one thing and 
another. We do not. We give them back the whole 
thing on this table. 

MR. REILLY: In other words, your 
rebate table is far more generous than most finance 
companies? 

MR. MARTIN: I would suggest that. 

MR, REILLY: Thank you, Mr. Chairman. 

THE CHAIRMAN: Mr. Letherby? Gentle- 
men, do you have any other questions you wish to ask 
at this time? 

Well, if not, we certainly appreciate 
you coming forward this morning, Mr. Martin. You 
answered our audi aus very ably and we appreciate 
your assistance. 

MR, MARTIN: Just in closing, I would 
like to make a comment along the lines of Mr. ( ) 
of the high rates charged. It was also brought up 
at one of these other meetings that I read about in 
the paper, of 25% interest on a mortgage. We had a 
customer that was caught in that rat race and he had 


a mortgage of $3,000 at 25% -- $750.00 a year, and he 
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was really upset. So we were able to take the thing 
over under our Plan. He was paying about $65 or $66 

a month interest and getting nowhere. By peste a 
another $30.00 a month for three years, he's cleaned up. 

MR. REILLY: You may have more cases 
of that kind. 

MR. MARTIN: Well, we take a good 
look at them. 

MR. REILLY: Why didn't he come in 
the first place to you? 

MR, MARTIN: If only he had read 
the fine print. That's the big -- 

MR, REILLY: Was it because you were 
restricted as to the length of time that you would 
lend him the money? 

MR, MARTIN: Well, our maximum term 
is three years, but he was able to -- well, actually 
he was paying $65 and getting nowhere. So he had 
to dig up another $30 -- mind you, it was co-signed. 
I mean we had -- I think the family are all together 
on this thing and they thought they could do it and 
they have done it. I would feel that when he bought 
the house he perhaps didn't read the fine print. 

MR, REILLY: Was he able to get out 
of the mortgage then? 

MR, MARTIN: Oh, yes. 

THE CHAIRMAN: If that's all, Mr. 
Martin, thank you. 

Is Mr. William J. Dixon here this 


morning? Please come forward, Mr. Dixon. Gentlemen, 
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this is Mr. William J. Dixon, the Assistant General 
Manager of the Consumer Credit for the Bank of Nova 
Scotia. He has a prepared brief which has been 
distributed, the blue one. We will ask Mr. Dixon if 
he cares to make any preliminary remarks. If not he 
can read the brief to us and then we may have a few 
questions. 

MR. DIXON: Thank you, Mr. Chairman. 

I think, in view of the time, if I may just proceed 
with the reading -- 

"As one financial oragnization among 
many, we were indeed pleased to read of the appointment 
by the Ontario Legislature of this Select Committee on 
Consumer Credit. As indicated previously to its Chair- 
man, we are honoured to receive an invitation to appear 
before the Committee. 

"As a preamble to our appearance we 
respectfully submit this brief which is intended to 
outline generally the nature and scope of most of the 
transactions coming within our Scotia Plan Credit pro- 
gram together with some information on its history, 
practices and aims, 

"At the time of the decennial review 
of the Bank Act in 1954 when an important extension of 
the business and powers of a bank (Section 76:6) was 
enacted, this Bank examined the consumer credit field 
extensively and planned to introduce a service to be 
built around the indicated need. Not the least among 
the factors influencing the Bank in this decision was 


its conviction that a more active participation in this 
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field on the part of Canadian banking would be appropri- 
ate and indeed helpful to the national economy. As it 
turned out, however, the time of this planned intro- 
duction was in a period of monetary stringency and the 
Bank was faced with meeting the borrowing requirements 
of its long-established customers, and it would not have 
been fair to those existing customers to initiate a new 
lending service at that time. Hence the plan to intro- 
duce such a program was deferred until 1958 when mone- 
tary conditions were in better balance, Significantly 
the interval provided the opportunity for the Bank to 
appraise all the possible ways and means of introducing 
and sustaining this major undertaking in a manner which 
would be most satisfactory to the Bank and its customers. 

"Tn the middle of that year, 1958, a 
small group of officers commenced work upon the oper- 
ational and administrative aspects of the program. Just 
prior to the end of that fiscal year it was ready - forms 
procedures for direct and indirect lending as well as 
for revolving credit accounts, an instruction manual, 
a training film, resources, advertising, etc. - as 
complete as possible, Coast to coast meetings were 
conducted with Branch Managers to assist in introducing 
scotia Plan Credit. At General Office many departments 
combined their endeavours so that all was in readiness 
to meet the demands of customers both old and new as 
soon as the program was announced. 

"Foday, the extent of competitive acti- 
vities in this field by banks and by other organizations 


is, we are sure, known to the members of this Committee. 
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"The basic reason that instalment credit 
has been and can be successfully extended to a major 
number of Canadians is that most Canadian families are 
good credit risks. They have both the willingness and 
the ability to pay the obligations they assume, and they 
have shown a remarkable record of meeting their obli- 
gations in both good times and bad. 

"Fundamentally, instalment credit is 
simply a form of enforced savings. Individuals cannot 
pay for goods and services on the instalment plan unless 
they have sufficient income to enable them to meet the 
monthly payments. Payments toward these goods and 
services which are intended to maintain or improve the 
standard of living, should not, however, impair such 
standard of living in other important directions. 

Since the Bank's objective in the instalment lending 
field is to make credit available to those who have the 
need for it, Scotia Plan loans are made at all Branches 
in Canada for any purpose which the applicant considers 
worthwhile to him, subject to the decision of the Bank 
Manager concerning the appropriateness of such a loan 
in the light of all the facts. 

"Of prime importance to the Bank in 
dealing with applications for Scotia Plan loans are 
an applicant's - ‘ 

"Ability to Pay: reflected in the size, 
source and regularity of the applicant's income, 

"Capacity and Competence to Pay: re- 
vealed by the nature of his occupation, the nature of 


the industry in which he is employed, and the continuity 
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of his employment. 

"Intention to Pay: indicated by the 
applicant's past performance in meeting his obligations. 

"Personal Characteristics: reflected 
in the applicant's reputation and habits, his age, the 
type and location of the residence. 

"Financial Characteristics: disclosed 
by the applicant's other obligations and commitments, 
assets and liabilities, home ownership, financial 
reserves and the pattern indicated by the extent to 
which he has committed his own resources towards the 
purchase of consumer durable goods. 

"Of secondary importance is the 
security that may be offered or available for pledging 
to support the applicant's promise to repay the loan 
and the security documents that can be utilized. In 
all cases the Bank takes a Scotia Plan promissory note. 
Most loans are secured through taking a chattel mortgage 
or an assignment of a conditional sales contract over 
such personal property as motor vehicles, household 
furniture, appliances and equipment, or a combination 
of these chattels. Of course, unsecured instalment 
loans with and without endorsers are also made. Some- 
times too there are other assignable assets available; 
however by reason of Section 75(2) of the Bank Act, 
real property is excluded from these assignable assets. 

"A major portion of Scotia Plan 
borrowers is represented by persons and families on 
regular monthly (or weekly) incomes and the repayment of 


their obligations to the Bank is scheduled on the same 
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basis, most often in equal monthly instalments. In some 
cases instalments are scheduled on a seasonal or irregu- 
lar basis within the same overall term to coincide with 
the income of those borrowers which is received on that 
basis. 

"Tn scheduling the terms of repayment, 
a most important consideration is the length of time and 
the manner in which the borrower has earned and will 
continue to earn his income as well as the manner in 
which he has used and intends in the future to use or 
distribute his "take home pay". In every case take home 
pay should be sufficient to meet routine living expenses 
such as food, clothing, shelter, home operation, 
transportation, etc., to leave a margin adequate to cover 
current or prospective commitments and to provide for 
small exigencies or over-runs in routine living expenses. 
Generally speaking, it is safe for the average 
borrower to assume the repayment of an instalment obli- 
gation at the rate of up to 15% of his net income, 
However, there are many qualifications, too numerous 
and varied to detail here, and it may be necessary to fix 
at 10% in some cases or at 25% in others, the ratio of 
the loan repaymeht amount to income. If the applicant 
has liquid assets as well as ample earnings, or if the 
purpose of the loan is to purchase durable goods repre- 
senting an investment, such as a car, it may be justi- 
fiable to exceed the 15% normal average. The comparative 
ly liberal ratios will not, of course, apply to appli- 
cants with indefinite small incomes. 


"As indicated above, the security 
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frequently supporting our Scotia Plan loans is title to 
that class of personal property generally referred to as 
consumer durable goods. Most consumer durable goods, 
particularly those the title to which forms part or all 
of the security for an instalment credit transaction, 
have a predictable life span of useful service. There- 
fore, the other governing aspect of scheduling repayment 
terms is to ensure, for the benefit of borrower and 
lender alike, that at no time during the term of the 
transaction will the reducing loan balance exceed the 
depreciating value of the personal property pledged as 
security. 

"Collection follow-up in instalment 
lending begins at the time the loan is made. Part of 
our loan-closing technique is a clear explanation of 
the terms of the loan which point up the borrower's 
responsibility to make the agreed payment on the due 
date he has chosen. Also the importance of contacting 
the Bank in the event that a payment cannot be made when 
due is emphasized. When these things are done properly, 
follow-up is held to a minimum, 

"oan payments must be attended to in 
a manner which enables the Bank to collect the amount 
owing with a minimum of effort and still retain the 
goodwill of the customer. Most borrowers repay their 
loans according to the terms agreed. Some respond to 
notices and letters. Still others require contact in 
person or by telephone before they will pay. A few will 
not pay at all. 


"In most cases, an account becomes 
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delinquent not because of dishonesty on the part of the 
borrower but because of sickness, unemployment, family 
trouble or some other unforeseen difficulty. The 
collecting officer's approach, therefore, is con- 
structive, one of assisting the borrower to straighten 
out his problem, or helping him over his difficulties. 
This may mean extending the final maturity of the loan, 
refinancing the account to reduce the amount of each 
instalment payment, or increasing the amount of the 
loan to provide additional funds that the borrower may 
clear up his other obligations. 

"Utilizing the principles for instal- 
ment lending and collecting which have been briefly 
outlined above has enured to the benefit of Scotia Plan 
borrowers and, of course, the Bank as well. 

"At this point it may be appropriate 
to discuss our Scotia Plan loan charges and the manner 
in which they are computed and expressed in the notes 
taken from our borrowers. It may also be appropriate 
to reflect on what we consider to be an acceptable 
description of the three components of instalment loan 
charges. They are:- 

Interest - forbearance or rental of 

money used. 

Risk - Insurance against loss. 

Servicing charge - management, the major 

components of which are credit and 
security assessment, security docu- 
mentation, accounting and collection; 


the lesser components of which are 
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counselling, group life insurance and 
~ acquisition. 

"With reference to our "Table of Cost 
of Loan and Monthly Payments, Form 1010", appended 
hereto as Exhibit A, it will be seen that the loan 
charges are graded downward in direct relation to the 
length of the repayment term. For instance, the cost 
per annum per $100 of amount loaned for the 12 months 
term is $6.00; it is $5.80 per annum for 24 months 
and $5.60 per annum for 36 months. While the combined 
eaade and risk portion remains constant, the 
servicing charge portion, the components of which are 
described hove, reduces from $2.75 per annum for the 12 
months term to $2.51 per annum for 36 months. We have 
reduced the servicing charge on loans for longer terms 
because we recognize that the administration required 
per annum on such loans is somewhat less than that re- 
quired per annum on loans for shorter terms. 

"With reference to our Scotia Plan loan 
promissory note, Form 1003, appended hereto as Exhibit B, 
it will be seen (reading from top to bottom after pro- 
vision for inserting the place, date and name(s) that 
the borrower promises to pay the Bank a sum certain 
expressed in words in the body of the note. This sum 
certain is then described in words as the amount loaned 
plus the cost of the amount loaned. The components of 
the cost of the amount loaned are then disclosed in 
words as interest at a rate per annum and an adminis- 
trative charge. Together these components are set out 


as a dollar rate per annum per $100 of the amount loaned. 
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The words then go on to set out the amounts and due 
dates of each instalment. ‘The second paragraph relates 
to the remedies that the Bank has upon any default in 
payment of any instalment. Following this, but before 
providing for the maker's signature, is an exact dollar 
and cents accounting in figures of the amount loaned, 
the cost thereof and the amount of the note. This 
latter sum agrees with the sum certain expressed earlier 
in words in the body of the note. 

"Ts has been our experience and that of 
others too, that this format which sets out details 
clearly and in a logical sequence, provides the maker 
of the note with all of the information he wants to know. 
Our experience indicates that there are four items of 
information that a borrower wants to know. These are - 

(1) How much he is borrowing in dollars and 

cents, 

(2) What it will cost him in dollars and 

| cents for borrowing that sum, 

(3) How much he will have to repay (each 

month), and 

(4) For how long. 

We suggest too that at the time he inters 
into a transaction he is primarily interested in the 
first two items mentioned above. Afterwards he is 
interested only in the last two items mentioned. 

"Ts is natural that there will be many 
schools of though on and approaches to this matter of 
disclosing instalment loan charges in terms of a 


percentage "interest" rate per annum, However, while 


» ha , 7 ; 


y! ose nett 
ee mie a i ti 
erin * tn 


7 : iy hy ah ee 
Ric : | oy “ironies. eft Becht Lecenenekd acti a | 


ie: | Se 


Making , 6 ae 9A ew eee ae test 


a ’ J 
H 
- » 
en 
be ay ‘? 
ay rm 
f= 
y, 
7 ows 
bb 
rah 
J ¢ : a hoy 5 
» or 
f< 
ary : > 
, WA i) < By Roah 
- 1 
' en : " ; “ el il leae ara ee 
picts | $00 Lk ootte trogem ee | 
: , ie A Ay 
fa 
7 


; ; ee on 
Oe aE. BAS8 | " : : 3 RAS ottaimetal i 
why: 


ee Lb 


~*~ 
: 
— 


a 


. ‘ , 
he) " Dire 
, , 

u 
P s 

; é 4 ‘ y" ' ‘ 

‘ 
ze 

A, dj 2 

; f rhe 


BRT Ry Dede iLeombta gt ont settonanetl. 6 dn : tp 
ay ; ic : = j a 
Po) St) et ee ipwete o TA ofe2 oat denne wetett ows mil 6 

; ios 5 aaa vs 

ig a 

|) <pOiocem -nasth. ome yf — me iaupetcl fests ~— 


> 


eysiy ed -oiw sted? Jert Lawrie, 


shea aiar of Seer 


a 


1. 7 
ij ~% eel . ” a ssatad: 
“ ; ries 

os 7 7 ie a 


* * 
* A 
t 


ow 
<— 7 


ANGUS, STONEHOUSE & CO. LTD. 


Voneniol ONTanS 1745 


1) we trust that it is evident from the format of our Note 
2 form that we support full disclosure, we find it diffi- 
3 cult on two counts to support some of the means which 

4 have been proposed to accomplish full disclosure. First, 
5| we feel that for a short or medium term instalment 

6| transaction a borrower rarely concerns himself with the 
7 average annual amount of money that he has borrowed -- 

8 rather it is the amount he borrows at the outset, 

9| Secondly, we feel that it would be misleading to suggest 
10]| to our enlightened society that all costs or charges 

11 for loans, particularly those loans repayable in 

12 instalments, are "interest", 

13 "In conclusion, while there are no 

14 doubt many other matters and aspects relating to the 

15 important consumer sector of our national economy into 
16 which the Committee will be examining, studying and 

17 reporting on, we sincerely hope that some of the 

18 practices and expressions of opinion in this submission 
19 have been helpful to the Committee in its deliberations. 
20 "We thank you for the opportunity of 

21|| presenting it." 

22 THE CHAIRMAN: Thank you, Mr. Dixon, 

23 MR. SEDGWICK: Mr. Dixon, you may know 
24| that Mr. Lofquist of the Bank of Commerce, was here 

25 yesterday and he gave this Committee some data very 

26 similar in form to these data you have presented. I was 
Path just making a comparison, In the literature, Exhibit A, 
28| taking a 12 month period, I see that for a loan which 


29|| realized to the borrower $400.00, your monthly payment, 


if you amortized the loan over a year, would be $35.33 
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FORM 1010 


THE BANK OF NOVA SCOTIA 
SCOTIA PLAN LOANS 


TABLE OF COST OF LOAN AND MONTHLY PAYMENTS 


COST OF AMOUNT LOANED | 


TERM - 6 MONTHS 


$6.00 per Annum per $100 
(To Be Inserted in Promissory Note) 
REQUIRED REQUIRED REQUIRED | 
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4l le23 7.04 91 ess || leroy 4200 | 126.00; 721.00 | 
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- TERM + 12 MONTHS COST OF AMOUNT LOANED 
$6.00 per Annum per $100 
(To Be tnserted in Promissory Note) 


REQUIRED REQUIRED REQUIRED 
PROCEEDS | COST OF | ontury | PROCEEDS| COST OF COST OF 
| (AMOUNT CeOUNT | PAYMENT (AMOUNT Coanee PAYMENT pat eae PAYMENT 
| 1 06 .09 51 3.06 | 4.50 200 12.00 | 17.67 
2 12 .18 52 BieliZ 4,59 300 18.00 ZG N00 
| 3 18 26 53 g.18 | Paes 400 24.00 | 35.33 
4 24 35 54 3.24 4.77 500 30.00 44.17 
5 30 44 55 3.30 | 4.86 600 36.00 | 53.00 
6 . 36 5S 56 3.36 4.95 700 42.00 61.83 
wa 7 ~42 62 57 3.42 5.03 800 48.00 | 70.67 
8 - 48 Lire 58 3.48 5.12 900 54.00 | 79.50 
rT 9 54 .79 59 3.54 | 5.21 | 1000 60.00 | 88.33 
ae 10 .60 . 88 60 3.60 5.30 1100 CORO MP Ot 
Zz n .66 97 61 3.66 | 5.39 | 1200. | 72.00 | 106.00 
Oo 12 alt: 1.06 62 3.72 5.48 1300 78.00 | 114.83 
13 .78 1.15 63 (3,78 5.56 1400 84.00 | 123.67 
= 4 .84 1.24 64 13/84 565 1500 | 90.00 | 132.50 
15 . 90 132 65 3.90 5.74 1600 96S 00141733 
be 16 .96 1.41 66 3.96 5.83 1700 | 102.00 | 150.17 
17 1.02 1.50 67 4,02 5.92 1800 | 108.00 | 159.00 
18 1.08 1.59 68 4.08 6.01 1900 114.00 | 167.83 
19 1.14 1.68 69 4.14 6.09 2000 120.00 | 176.67 
20 15.20 len 70 4,20 6.18 2100. | 126.00 | 185.50 
21 Ween eae ea a el 4.26 | 6.27 | 2200 | 132.00 | 194.33: 
22 1.32 1.94 | 72 4.32 16236 1 “23001 j- 188. 0021:203017 
23 1.38 | .2.03 | 73 4.38 | 6.45 | 2400 | 144.00 | 212.00 
| 24 bots | Soo | Btyy 4.44 |. 6°54 |. 2500 | 150.00 | 220.83 
| 25 FN ag Bl 4.50 | 6.62 | 2600 | 156.00 | 229.67 
\ 
| 26 1.56 2.30 16 4.56 6.71 2700 | 162.00 | 238.50 
| 27 1.62 2.38 77 4.62 | 6.80 | 2800 | 168.00 | 247.33 
28 1.68 2.47 78 4.68 6.89 2900 | 174.00 |.256.17 
; 29 1.74 2:56 79 4.74 6.98 3000 180.00 | 265.00 
30 1.80 2.65 80 4.80 7.07 3100 186.00 | 273.83 
_ 31 1.86 2.74 81 4.86 7.15 | 3200 | 192.00 | 282.67 
32 ay? PRE 82 4.92 7.24 3300 198.00 | 291.50 
<r 33 1.98 2.91 83 4.98 | 7.33 3400 | 204.00 | 300.33 
= 34 2.04 3.00 84 5.04 7,42 3500 210.00 | 309.16 
- 35 PEAKS 3.09 85 Deas 7.51 3600 216.00 | 318.00 
“s 36 2.16 S18 86 5.16 7.60 | 3700 | 222.00 | 326.83 
O 37 299) 29.97 87 5.22 | 7.68 | 3g00 | 228.00 | 335.66 
> 38 2.28 321360 88 5.28 777 3900 234.00 | 344.50 
39 2.34 | 3.44 89 5.34 | 7.86 | 4000 | 240.00 | 353.33 
we 40 2. 40 3.53 90 5.40 | 7.95 | 4100 | 246.00 | 362.16 
—_ 4) 2.46 See 91 5. 46 8.04 4200 25700 Sl 1200 
42 oy) a) yal 92 D. D2 me 4300 258.00 | 379.83 
43 WeAns 3.80 93 5.58 8.21 4400 264.00 | 388.66 
44 2.64 3.89 94 5.64 8.30 4500 270.00 | 397.50 
45 TED) Seo7 95 S00 8.39 4600 276.00 | 406.33 
46 2.76 4.06 96 5 1G 8.48 | 4700 | 282.00 | 415.16 
47 2.82 4.15 97 5.62 | e057 4800 | 288.00 | 424.00 
48 2.88 4.24 98 O05) le oneG 4900 | 294.00 | 432.83 | 
49 2.94 4,33 99 5.94 | g.74 | 5000 | 300.00 | 441.66 | 
50 3.00 4.42 | 100 6.00 8.83 
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TERM - 18 MONTHS COST OF AMOUNT LOANED 
$5.80 per Annum per $100 
(To Be Inserted in Promissory Note) 


REQUIRED REQUIRED REQUIRED 
PROCEEDS| COST OF | MONTHLY | PROCEEDS | COST OF | wontHLy | PROCEEDS| COST OF | montHLy 
wreyy LOANED | PAYMENT PONE) LOANED | PAYMENT Reyer LOANED | PAYMENT 


1 09 5] 4.44 3.08 200 17.40 12.08 

2 alll 52 4.52 3.14 300 26.10 18.12 

3 . 26 53 4.61 3.20 400 34.80 24.15 

4 730 54 4.70 3.26 500 43.50 30.19 

5 - 43 55 4.78 3.32 600 52/020 36.23 

6 gy? 56 4.87 3008 700 60.90 42.27 

7 -61 57 4.96, 3.44 800 69.60 48.31 Ww” 
8 Sho) 58 5.05 3.50 900 78.30 54.35 

9 78 59 5.18 3.56 1000 | 87.00 | 60.39} 
10 nol 60 Dee 3.62 1100 95.70 66.43 eS 
nN 96 61 prot 3.68 1200 |104.40 | 72.47) 
12 1.04 62 5.39 Sey m3 00) | WLS lO 78.50 oO 
13 113 63 5. 48 3.80 1400 | 121.80 84.54 

14 22 64 Deal 3.86 1500 |130.50 90.58 = 
15 1.30 65 5.65 SoZ 1600 |139.20 96.62 

16 1.39 A 66 5.74 3.98 1700 |147.90 | 102.66 ee 
17 1.48 TOS 67 5. 83 4.05 1800 |156.60 | 108.70 

18 ih Leytt 1.09 68 Save 4.11 1990 |165.30 | 114.74 

19 lel} HL sHG5) 69 6.00 cath 200 |174.00 | 120.78 

20 nS CS apo a 70 6.09 Sr23) HeeQTOOn WeaenOe || L26.82 

21 I stehss 1 71 6.18 4.29 2200 +|191.40 | 132.85 

22 1.91 1 72 6.26 4.35 2300 | 200.10 | 138.89 

23 2.00 1 73 6.35 4.41 2400 |208.80 | 144.93 

24 2.09 1 74 6.44 4.47 9500. | 27.50) |) 150.97 

25 Jel? 1 75 6.52 4.53 2600 | 226.20 | 157.01 

26 2.26 1 76 6.61 4.59 2700 | 234.90 | 163.05 

27 PX) 1 77 6.70 4.65 2800 | 243.60 | 169.09 

28 2.44 1 78 6.79 4.71 5900 | 202.300 | 175.13 

29 ibe: 1 79 6.87 4.77 3000 | 261.00 | 181.17 

30 2.61 1 80 6.96 4.83 3100. | 269.70 | 187.20 

31 2.00 ile 81 LE 4.89 3200 | 278.40 | 193.24 7) 
32 2.78 it 82 T&Ls 4.95 3300 | 287.10 | 199.28 

33 2.87 WV, 83 (Pa? 501 3400 | 295.80 | 205.32 a 
34 2.96 ae 84 7.31 De Ol 3500 | 304.50 | 211.36 = 
35 3.04 2 85 7.39 5213 3600 | 313.20 | 217.40 z 
36 dele 2 86 7.48 by 19 3700 | 321.90 | 223.44 O 
37 3622 Pye 87 Lees ott deZo 3800 |330.60 | 229.48 

338 Siac 2 88 7.66 Deol 3900 | 339.30 | 235.52 = 
39 3.39 2 89 7.74 5.37 4000 | 348.00 | 241.55 

40 3.48 2. 90 q(esteXs) 5.43 4100 |356.70 | 247,59 © 
A Keak! 2 91 7,92 5.49 4200 | 365.40 | 253.63] ™ 
42 3.65 he 92 8.00 5.55 4300 | 374.10 | 259.67 

43 3.74 De 93 8.09 5.62 4400 382.80 | 265.71 

44 3.83 2s 94 8.18 5.68 4500 SOLO O ee eed 

45 3.91 2 95 8.26 5.74 4600 | 400.20 | 277.79 

46 4.00 Ze 96 8F35 5.80 4700 408.90 | 283.83 

47 4.09 2s 97 8.44 5. 86 4800 417.60 289.87 

48 4.18 Oe 98 8.53 aay? 4900 426.30 | 295.90 

49 4,26 Ps 99 8.61 5. 98 5000 435.00 | 301.94 

50 4.35 Sh 100 8.70 6.04 
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TERM - 24 MONTHS COST OF AMOUNT LOANED 
$5.80 per Annum per $100 
(To Be Inserted in Promissory Note) 


REQUIRED REQUIRED REQUIRED 
Proczeps | COSTOF | vonrury | proceEos| SOST OF | sonrury | PRoceeps| COST OF | Jonrury 
(ANSUNT AMOUNT | PAYMENT (AMOUNT CoD | PAYMENT (AMOUNT aeNeD | PAYMENS 
1 sale .05 51 5.92 ery 200 PR IAG) 9.30 
2 aes .09 52 6.03 2.42 300 .| 34.80 13295 
3 oo 14 53 6.15 2.46 |. 400 46.40 18.60 
4 46 AK) 54 6.26 Zieiole 500 58.00 nome 
5 58 -23 55 6.38 2.56 600 69.60 27.90 
6 .70 .28 56 6.50 2.60 700 81.20 S2eoD 
Ww 7 Fr} Any 57 6.61 2.65 800 92.80 Sul vAs) 
8 93 Ot 58 6373 PERG 900 | 104.40 41.85 
ps 9 1.04 42 59 6.84 20714 1000 | 116.00 46.50 
nes 10 1.16 . 46 60 6.96 2.79 11060 127.60 ap WB hs; 
= VW 1.28 51 61 7.08 2.84 1200 | 139.20 |- 55.80 
12 1.39 Nas) 62 Thee, 2.88 1300 | 150.80 60.45 
Oo 13 1.51 60 63 7.31 2:93 | 1400 | 162.40 | 65.10 
= 14 E62 ~65 64 Tote. 2.98 1500 174.00 69.75 
15 1.74 marie) 65 7.54 3702) 1600 | 185.60 74.40 
+ 16 1.86 14 66 7.66 | 3.071 1700 1197.20 | 79.05 
N 17 Le 9'7 719 67 Tek t. Sey 1800 208.80 83.70 
18 2.09 84 68 7.89 3.16 1900 | 220.40 88.35 
19 Ze20 -88 69 8.00 Ball 2000 232.00 93.00 
20 PAIBYA -93 70 8.12 BIAS 2100 243.60 97.65 
21 2.44 .9o7 71 Seon SO) 2200 255.20 | 102.30 
22 2255 1.02 72 8533" 4 Sa) 2300 266.80 | 106.95 
23 2.67 1.07 73 8.47 3.39 2400 | 278.40 | 111.60 
24 2.78 Le 2 74 8.58 3.44 2500 290.00 | 116.25 
25 2.90 PALS 75 8.70 3.49 2600 301.60 } 120.90 
26 Bi5f FA ib PAL 76 8. 82 Shits 2700 B13. 205 abe o 
vhf Sols 1225 77 8.93 3.58 2800 324.80 | 130.20 
28 3225 jhese10) 78 9.05 3.63 2900 | 336.40 | 134.85 
29 3.36 1.35 79 9.16 Or 3000 | 348.00 | 139.50 
30 3.48 1.39 80 9.28 Sete 3100 359.60 | 144.15 
“ 31 3.60 1.44 81 9. 40 eg 3200 | 371.20 | 148.80 
aw 32 Sreau 1.49 82 opt Soll 3300 382.80 | 155.45 
33 3.83 Peas 83 9.63 Risio) 3400 394.40 | 158.10 
= 34 3.94 1.58 84 9.74 3.91 |. 3500 | 406.00 | 162.75 
ob 35 4.06 1.63 85 9.86 3.95 3600 417.60 | 167.40 
O 36 4.18 1.67 86 9.98 4.00] 3700 | 429.20 | 172.05 
= 37 4.29 3 PP 87 10.09 4.04 3800 440.80 | 176.70 
38 4.41 1 Ar 88 LOR] 4.09 3900 452.40 | 181.35 
39 4.52 steno 89 LOR 32 4.14 4000 | 464.00 | 186.00 
=< 40 4.64 1.86 90 10. 44 4.18 4100 475.60 | 190.65 
oe 
4} 4.76 ey 91 10. 56 4.23 4200 487.20 | 195.30 
42 4.87 92 LOROT 4.28 4300 498.80 | 199.95 
43 4.99 } 93 10.79 4.32 4400 510.40 | 204.60 
44 5.10 205 94 10.90 Zale iT 4500 522.00 | 209.25 
45 5.22 2.09 95 LVSO2 4.42 4600 533.60 | 213.90 
46 5.34 2.14 96 11714 4.46 4700 545.20 | 218.55 
47 5.45 D9 97 25 4.51 4800 556.80 | 223.20 
48 ety PA} 98 LISS 4.56 4900 568.40 | 227.85 
49 5.68 PRRs: 99 11.48 4.60 5000 580.00 | 232.50 
50 5.80 PAYA 100 11.60 4.65 
i 


ces 


—— eo is 


ZHTHONM AL 


dis 
5 ae #7] ad 


Weare ENSee sbeeu waeue seses <2225 s2ace : 


2 ys 
— 


ae 


i Md 7 es 
Pos vet | 


7 


coat 


a i 


creat 4 


Sax4- <5555. Truss eeEsE Psue 


ae Bn — Some —ipam 


Stage ease 


eg eae —— Ae a a eel ae —— one eal - —— — =* 


: ‘a =5 
$6254, 0068 5° oes ae WD ePest oe a oe a A & Med) Ge ake + & — 
7 * * “> f 7 e £. a a * ? * - A “~ i. = 
. Seer es a post-op a ee B= Ee > aheal-*- => «SEG Reet 4 4 
=SSu = ee eRe ers 4a _ aes = ae . “sae 4 al - & 
Sa ld ped CE Mae See - —— le —— Pia peg See eae p 


7 —— ~ - 4 * hd ~ 2 a * «= +-4 _— = 
= 26660: 22sy = Sueee” -oege Vacs SSS: $052 —asee 
3 a) - — ws _ — Ld > 
= ee ees Loe Ses & es a Sa. FVsy 
— a lot el = — i < = - te mains : — 7 
4 te 7 ey ea cS = Shs te ; a — a ee ee 
tee a Mere > 5 ae an mec = = 4 aS Se DOES ie ae 
ae * = Sui = <4 of . oe <2. 2 ap ae i 
=% . . - . . . ad 4 = > -« * 
~~ a ms a =<" = Pa —— = < > S > % 4 = ae a. 
a > es [saa o-= oS Se52-4 Gise 7 or oro eo 2s 
. —— — — _ . ~~ te a — 
~ i a a — « Py i »@ CPt» -.<t 
ets, oH Serb < wees oes e i? a rc as Fe Jad Sots ~~ ss 
ar £1-aG Ti—- weee Eee seers ae < ask SS 3e. . 
<— 7 : é ay | 5 : a - 
a YY --ee ee Ae i al: * Be * 2-4, * ae a . <e | oe 
as], <<. = = ng Bes ae » = > rd f-~ * a 7% so 
- as Ee - —— = ~ ‘ =- 


he TERM = 30 MONTHS COST OF AMOUNT LOANED 
My $5.60 per Annum per $100 
Gia! (To be Inserted in Promissory Note) 


j REQUIRED COST OF REQUIRED COST OF REQUIRED Cost OF 
“i PROCEEDS MONTHLY | PROCEEDS MONTHLY | PROCEEDS MONTHLY 
aM (AMOUNT TONED | PAYMENT (AMOUNT NEARED 7 PAYMENT, (AMOUNT CO Ea Nl CRAYMENT 
04 51 7.14 1.94 20 28.00 7.60 
08 §2 ee 1.98 300 42.00 11.40 
Pap 53 ae Ale Gint 400 56.00 Loe 20 
505) 54 7.56 2.05 500 70.00 19.00 
19 55 40 IAG) 2090) 600 84.00 22.80 
6 . 84 228 56 7.84 Sens 700 98.00 26.60 
7 98 eat 57 7.98 PAA OT 800 112.00 30.40 
3 1.12 .30 58 8.12 2.20 900 |126.00 | 34.20; 
9 126 34 59 8.26 Onoda 1000 140.00 38.00 in a 
10 1.40 OO 60 8.40 2.28 1100 154.00 41.80 ~ 
11 1.54 49 61 8.54 Zeer 1200 168.00 45.60 xz 
12 1.68 46 62 8.68 PA SOKE) 1300 182.00 49.40 
3 1.82 49 63 8. 82 2.39 | 1400 1196.00 | 53.20; O 
14 1.96 53 64 8.96 2.43 1500 |210.00 57.00 = 
15 Ze kO 57 65 9.10 2.47 1600 | 224.00 60. 80 
16 2.24 61 66 9.24 Ph eit 1700 | 238.00 64.60 (@) 
17 PSE: 65 67 9.38 2.55 100 | 252.00 68.40 re) 
18 Dade 68 68 9.52 2.58 1900 | 266.00 T2620 
19 2.66 We 69 9.66 2.62 2000 | 280.00 76.00 
20 2.80 BAG 70 9.80 2.66 | 2100 294.00 79.80 
21 2.94 80 vA 9.94 DTG 2200 | 308.00 83.60 
22 3.08 84 7/7) 10.08 Pp latest 2300 | 322.00 87.40 
23 S22 87 a4 10.22 Oe 2400 | 336.00 O1..20 
24 SeoG 91 74 10.36 Pal 2500 | 350.00 95.00 
25 he 90) 95 75 10.50 2.85 2600 | 364.00 98.80 
26 3.64 .99 76 10.64 2.89 2700 |378.00 | 102.60 
27 3.78 1.03 77 10.78 2.93 2800 |392.00 | 106.40 
28 3.92 1.06 78 10.92 2.96 2900 |406.00 | 110.20 
29 4.06 1.10 79 11.06 3.00 3000 |420.00 | 114.00 
30 4.20 1.14 80 eee 2.0) 3.04 3100 434.00 117.80 
31 4.34 ike 81 11.34 3.08 3200 448.00 121.60 ep) 
32 4.48 jae 82 11.48 Sel2 3300 462.00 125.40 ae 
33 4.62 e275 83 TAG )2; et bias 3400 476.00 129.20 
34 4.76 1.29 84 1S 16 3.19 3500 490.00 1335100 = 
35 4.90 Leos 85 oO B78} 3600 504.00 136.80 Zz 
36 5.04 15a0 86 12.04 Baal 3700 |518.00 | 140.60; © 
37 Salis 1.49 87 12.18 $, 31 3800 |/532.00 | 144.40 
38 5.32 1.44 88 aa) 3.34 | 3900 |546.00 | 148.20) = 
39 5.46 1.48 89 12.46 Sate 4000 560.00 152.00 
40 Bo) 1 o2 90 12.60 3.42 4100 574.00 155.80 (@) 
41 5.74 | 1,56 eh Muleevaul g.4e.l soup. (ne 00 158.60.1  °? 
42 5.88 1.60 92 12.88 3.50 | 4300 |602.00 | 163.40 
43 6.02 1.63 93 13.02 3.53 4400 |616.00 | 167.20 
44 6.16 iL aterrt 94 US AG Spool 4500 630.00 T7100 
45 6.30 aia 95 1330: Bye tay t 4600 644.00 174.80 
46 6.44 il Res) 96 13.44 S05 4700 658.00 178.60 
47 6.58 eres) 97 Noe 55 3.69 4800 672.00 182.40 
48 Give Le 82 98 Von tZ Steies 4900 686.00 186.20 
49 6.86 L536: 99 13.86 3.76 5000 700.00 190.00 
50 7.00 1.90 100 14.00 3.80 
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9 MONTHS - FACE VALUE OF NOTE AND MONTHLY PAYMENT 


NET PROCEEDS 
TAKEN BY 
BORROWER 


100 
150 
200 
250 
300 
350 
400 
450 


500 
550 
600 
650 
700 
750 
800 
850 


900 
950 
1000 | 
1050 
1100 
1150 
1200 
1250 


1300 
1350 
1400 
1450 
1500 
1550 
1600 
1650 


1700 
1750 
1800 
1850 
1900 
1950 
2000 
3000 


4000 
5000 


PERSONAL INSTALMENT LOANS PLAN 2 


Total 
Service 


Charge 


1,71 
2.57 
3.41 
4.27 
5.12 
5. 98 
6. 82 
7. 68 


8.53 
9.39 
10. 23 
11,09 
11.94 
12, 80 
13. 64 
14,50 


15.35 
16.21 
17,05 
17.91 
18, 76 
19, 62 
20. 46 
21. 32 


22.17 
22,03 
23, 87 
24, 73 
25.58 
26.44 
27, 28 
28, 14 


28.99 
29. 85 
30.69 
31.55 
32. 40 
33. 26 
34. 10 
51.15 


68, 20 
85.25 


Total 
Interest 


6% p.a. 


FACE 
VALUE OF 


NOTE 


104, 16 
156, 24 
208, 31 
260, 39 
312,47 
364,55 
416,62 
468, 70 


520. 78 
572. 86 
624,93 
677,01 
729,08 
781. 16 
833.24 
885, 32 


(937,39 
989.47 
1041.55 
1093, 63 
1145.71 
1197. 79 
1249, 86 
1301.94 


1354,.02 
1406, 10 
1458.17 
1510, 25 
1562, 33 
1614.41 
1666, 48 
1718, 56 


1770, 63 
1822, 71 
1874, 79 
1926. 87 
1978, 94 
2031.02 
2083. 09 
3124, 64 


5207, 73 


11 


46 
52 


57. 
63, 
69. 
75. 
81. 
86. 
92. 
. 38 


98 


104, 
109, 
15. 
52 
.31 
133. 
138, 
144, 


121 
127 


150, 
156, 
162, 
167. 
173. 
179, 
185, 
190, 


196, 
202, 
208, 
214, 
219, 
225, 
231, 
347. 


462, 
578, 


‘Monthly 
payment 
@ Mos. 


. 58 
17, 
23, 
28, 
34, 
40. 
. 30 
09 


37 
15 
94 
72 
5) 


87 
66 
4d 
23 
01 
80 
59 


16 
95 
73 


10 
88 


67 - 


45 
24 
03 
82 
60 
39 
17 
96 


74 
53 
32 
li 
89 
68 
46 
19 


91 
64 


9th 


pay- 
ment 


11,52 
17,28 
23.11 
28. 87 
34.71 
40.47 
46. 22 
51.98 


57, 82 
63.58 
69.41 
75.17 
81.00 
86. 76 
92.52 
98,28 


104, 11 
109, 87 
115,71 
121,47 
127, 23 
132.99 
138, 82 
144. 58 


150, 42 
156. 18 
161.93 
167.69 
1.3.53 
179,29 
185, 12 
190, 88 


196, 71 
202,47 
208, 23 
213.99 
219, 82 
225,58 
231,41 
347, 12 


462,90 
578.61 
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BRANOM ROUTINE 
. be LPI-1j 
PERSONAL INSTALMENT LOANS PLAN 2 Sul y 63 


12 MONTHS « FACE VALUE OF NOTE AND MONTHLY PAYMENT 


NET PROCEEDS Total Total FACE Monthly = 12th 

TAKEN BY Service Inte reat VALUE OF Payment  Pay- 

BORROWER Charge 6% PLA. NOTE 11 Mos,  —s ment 
$ 200 $ 4.6% $ 6.37 $ 210.98 $17.59 $ 17.49 
250 5.73 7.99 263. 72 21.98 21.94 
300 6,87 9.59 316. 46 26, 38 26, 28 
350 8.01 11.19 369. 20 20077 30. 73 
400 9.16 12. 78 421.94 35.17 35.07 
450 10,30 14, 38 474, 68 39.56 39.52 
500 11.45 15.98 527.43 43,96 43. 87 
550 12.59 17,58 580.17 48,35 48. 32 
600 13.75 19.17 632.92 52.75 52.67 
650 14.89 20.77 685. 66 57.14 57.12 
700 16.03 Py aa i 738. 40 61,54 61. 46 
750 17.18 23.97 791.15 65.93 65.92 
800 18. 32 25.57 843.89 70.. 33 70. 26 
850 19,47 27, 16 896. 63 74,72 74,71 
900 20, 61 28. 76 949,37 19:42 79,05 
950 21. 76 30. 36 4002.12 83.51 83.51 
1000 22.90 31.96 1054. 86 87.91 87, 85 
1050 24,04 33.56 1107.60 92.30 92. 30 
1100 25.19 35.15 1160, 34 96. 70 96. 64 
1150 26, 33 36.75 1213.08 101.09 101,09 
1200 27.48 38. 35 1265. 83 105.49 105. 44 
1250 28. 62 39.95 1318.57 109. 89 109. 78 
1300 29.77 41.55 1371. 32 fia, 28 Lia ta 
1350 30.91 43.14 1424,05 118.68 118.57 
1400 32.06 44, 74 1476. 80 123,07 123. 03 
1450 33.20 46. 34 1529.54 127.47 127.37 
1500 34.35 47.94 1582.29 131. 86 131, 83 
1550 35.49 49.54 1635.03 136.26 136.17 
1600 36.64 51.13 1687.77 140, 65 140. 62 
1650 37.79 52,73 1740.52 145.05 144. 97 
1700 38.93 54,33 1793, 26 149. 44 149, 42 
1750 40.07 55.93 1846, 00 153. 84 153. 76 
1800 41,22 57,52 1898, 74 158. 23 158, 2} 
1850 42.37 59.12 1951, 49 162, 63 162, 56 
1900 43.51 60. 72 2004, 23 167.02 167.01 
1950 44, 65 62, 32 2056.97 171. 42 171,35 
2000 45, 80 63. 92 2109, 72 175. 81 175, 81 
2050 46.95 65.51 2162, 46 180, 2) 180. 15 
2100 48.09 67.11 2215. 20 184. 60 184, 60 
2150 49,23 68. 71 2267.94 189.00 188.94 
2200 50.38 70.31 2320. 69 193. 49 193. 29 
2250 51,52 71.91 2373. 43 197.79 197. 74 
2300 52.67 73. 50 2426.17 202.19 202. 08 
2350 53.81 75,10 2478.91 206.58 206, 53 
2400 54.96 76. 70 2531.66 210.98 210. 88 
2450 56.10 78. 30 2584. 40 215.37 215,33 
2500 57.24 79,90 2637. 14 219.77 219,67 
3000 68, 70 95,87 3164.57 263.72 263,65 
4000 91,60 127. 84 4219.44 351. 62 351.62 


5000 114, 50 159, 80 $274. 30 439.53 439,47 


in poet sins iat “i 


eat: alee 
ets esa 


TAKEN BY Service 
BORROWER Charge 
100 2. 86 
150 4.29 
200 5.72 
250 718 
300 8.57 
350 10.00 
400 11.43 
450 12. 86 
500 14, 28 
550. 15.71 
600 17.14 
650 18.57 
700 20.00 
750 21.43 
800 22. 86 
850 24.29 
900 25071 
950 27.14 
1000 28.57 
1050 30. 00 
1100 31.43 
1150 32. 86 
1200 34.29 
1250 35292 
1300 37.14 
1350 38.57 
1400 40. 00 
1450 41. 43 
1500 42. 85 
1550 44. 28 
1600 45.7) 
1650 47.14 
1700 48.57 
1750 50.00 
1800 51,43 
1850 52. 86 
1900 54, 28 
1950 55.7] 
2000 57.13 
2050 58,56 
2100 59.99 
2150 61.42 
2200 62.85 
2250 64.28 
2300 65.70 
2350 67.13 
2400 68.56 
2450 69.99 
2500 TV S41 
3000 85. 70 
4000 114.27 
5000 142. 83 


PERSONAL INSTALMENT LOANS PLAN 2 


15 MONTHS - FACE VALUE OF NOTE AND MONTHLY PAYMENT 


NET PROCEEDS Total 


Total. 
Interest 


6% Pp: a. 


3.94 
5.9} 
CUNT, 
9. 84 
11. 82 
NWelguhs 
USA As 
Wile the 


TAY, 


Zisons 


23.63 
25, 60 
PM ee Mf 
29.54 
315.50 
33.47 


35.45 
37. 42 
39, 38 
aos 
43.32 
45.29 
41,25 
49, 22 


Syl 2A, 
5S aki 
55, 13 
Siew O 
59, 08 
61,05 
63.01 
64.98 


66.95 
68, 92 
70, 88 
te. 85 
74, 83 


76, 80 © 


(Reaset 7f 
80. 74 


82.74 
84. 68 
86. 64 
88.6] 
NO eis) 
92.56 
94, 5c 
96.49 


98.47 
PAB US 
Shs as) 
196, 91 


FACE ‘Monthly 

VALUE OF Payment 
NOTE 14 Mos. 
106, 80 Tig 
160. 20 10, 68 
213.59 14,24 
266.99 17, 80 
320. 39 21236 
373.79 24,92 
427.18 28. 48 
480.58 32.04 
533.98 35.60 
587.38 39,16 
640.77 42) 72 
694.17 46. 28 
747.57 49, 84 
800.97 53.40 
854, 36 56.96 
907. 76 60, 52 
961. 16 64,08 
1014.56 67. 64 
1067.95 71. 20 
Ligtess 74. 76 
1174, 75 78. 32 
1228, 15 81. 88 
1281.54 85. 44 
1334.94 89. 00 
1388, 34 92.56 
1441. 74 96. 12 
1495, 13 99, 68 
1548.53 103, 24 
1601.93 106. 80 
1655. 33 110, 36 
1708. 72 113.92 
1762, 12 117. 48 
1615,52:. “42th 04 
1868.92 124, 60 
i922,31 128. 16 
1975.71 LST2 
2029.11 135, 28 
2082.51 138, 84 
2135.90 142, 40 
2189. 30 145.96 
2242, 70 149,52 
2296, 10 153, 08 
2349, 49 156, 64 
2402, 89 160. 20 
2456. 29 163. 76 
2509. 69 167, 32 
2563.08 170. 88 
2616. 48 174.44 
2669. 88 178. 00 
3203. 85 213.59 
4271. 80 284,79 
5339.74 355.99 


4 


15th 


Pay- 
ment 


VW 
10, 
14, 
) 
Zhe 
24. 
28, 
32. 


35% 
39. 
42. 
46. 
a9 
53% 


56, 
60. 


64. 
67. 
71. 
74, 
78. 
81. 
85. 
88. 


92. 
96. 
99. 
103. 
106, 
110. 
113. 
1)7. 


120. 
124, 
128, 
als 
i353 
138. 
142, 
145. 


149. 
Lie. 
156, 
160, 
163. 
167, 
170, 
174, 


Lites 
235 
284, 
SDs 


12 
68 
23 
79 
35 
91 
46 
02 


58 
14 
69 
25 
81 
37 
92 
48 


04 
60 
15 
7) 
27 
83 
38 
94 


50 
06 
61 
ye 
(fe: 
29 
B4 
40 


96 
52 
07 
63 
19 
75 
30 
86 


42 
98 
53 
09 
65 
21 
76 
32 


88 
59 
74 
88 
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BRANGH ROUTING 


PERSONAL INSTALMENT LOANS PLAN 2. LPI-19 
July62 

.48 MONTHS « FACE VALUE OF NOTE AND MONTHLY PAYMENT 

NET PROCEEDS Total . Total FACE ‘Monthly —-:18th 

TAKEN BY Service Interest VALUE OF payment Pay- 

BORROWER Charge 6% p.a,' NOTE «17 Mos, ment 
$ 500 $ 17.14 $ 23.47 $ 540.6) $ 30.04 $ 29.93 
550 «18, 85 25, 82 594.67 33.04 32.99 
600 20.56 28.17 648. 73 36.05 35, 88 
650 22.27 30,52 702,79 39,05 38,94 
700 23.98 32,87 756. 85 42.05 42.00 
750 25. 70 35.21 810.9) 45,06 44,89 
800 27. 42 37.56 664.98 48.06 47.96 
850 . 29.13 39.9) 919,04 51,06 51,02 
900 30, 84 42, 26 973.10 54.07 53.91 
950 32,56 44.60 1027. 16 57,07 56.97 
1000 | 34,27 : 46.95 1081, 22 60.07 60. 03 
1050 ve, 335.98 49. 30 1135.28 63.08 62.92 
1100 37.69 51.65 1189.34 66.08 65.98 
1150 | 39, 41 53.99 1243.40 — 69.08 69.04 
1200 41,12 56,34 1297.46 72.09 71.93 
1250 42, 83 58.69 1351.52 75.09 ° 74.99 
1300 44.54 61.04 1405.58 78,09 78,05 
1350 46. 25 63.39 1459, 64 81.10 80. 94 
1400 47.97 65.73 1513. 70 84, 10 84,00 
1450 49. 68 68.08 1567. 76 87, 10 87,06 
1500 51.39 70.43 | 1621.82 90,11 89.95 
1550 53.11 72.78 1675.89 93.11 93,02 
1600 54.83 75.12 1729.95 96.11: 96.08 
1650 - 56.54 77.47 1784, 01° 99,12 98.97 
1700 58, 25 79, 82 1638.07 102. 12 102.03 
1750 59.96 82.17 1892. 13 105. 12 105.09 
1800 61.67 84.51 1946. 18 108.13 107. 97 
1850 63.39 86, 86 2000. 25 111. 13 111.04 
1900 . 65. 10 89,21 2054, 31 114,13 114. 10 
1950 66. 81 91,56 2108, 37 117. 14 116,99 
2000 68,53 93.90 2162, 43 120, 14 120,05° 
2050 cw, GRO. ee 96.25  2216,49 123,14 123.11 
2100 71.95 98, 60 2270,55 126, 15 126,00 
2150 73. 66 100. 95 2324. 61 129, 15 129, 06 
2200 75.38 103, 29 2378, 67 132.15 132, 12 
2250 77,09 105. 64 2432, 73 135.16 135.01 
2300 78. 81 107.99 2486, 80 138, 16 138.08 
2350 680.52 110, 34 2540. 86 141. 16 141, 14° 
2400 82.24 112. 68 2594. 92 144.17 144.03 
2450 83.95 115.03 2648. 98 147,17 147.09 
2500 85. 66 117.38 2703.04 150.17 150,15 
2550 87, 36 119, 73 2757.09 153.18 153,03 
2600 89.09 122.07 2811.16 156. 18 156. 10 
2650 90. 80 124. 42 2865, 22 159. 18 159, 16 
2700 92.51 126.77 2919.28 162.19 162.05 
2750 94.22 129, 12 2973. 34 165.19 165.11 
2800 95.93 131.47 3027.40 168. 19 168, 17 
2850 97,65 133.8) 3081. 46 171. 20 171.06 
2900 99, 36 136. 16 3135.52 174. 20 174. 12 
2950 101.07 138,51 3189.58 T7Ta0 177, 18 
3000 102. 78 140, &6 3243, 64 180, 21 180.07 
4000 137.05 187, 81 4324, &6 240, 27 2AOTZT 


5000 171,31 234, 76 5406.07 300. 34 JOO. 2H 
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PERSONAL INSTALMENT LOANS PLAN 2 


¢i MONTHS - FACE VALUE OF NOTE AND MONTHLY PAYMENT 


NET PROCEEDS 
TAKEN BY 
BORROWER 


500 
550 
600 
650 
700 
750 
800 
850 
900 


9 RE FOROS be Reem» ome me ye 


1000 
1050 
1100 
1150 
1200 
1250 
1300 
1350 
1400 


<2 Sen EO OO Re 


1500 
1550 
1600 
1650 
1700 
1750 
1800 
1850 
1900 
1950 


Te ot ee pee ee ee mt NY Rem Pen e w 


2000 
2050 
2100 
2150 
2200 
2250 
2300 
2350 
2400 
Be ett ges i 
2500 
2550 
2600 
2650 
2700 
2750 
2800 
2850 
2900 
2950 
3000 
4000 
5000 


ee come ee 


Total Total FACE Monthly alet 

Service Intereat VALUE OF Payment  Pay- 

Charge 6% p. a. NOTE 20 Mos, ment 
20.07 ehial 547,28 26.07 25, 88 
22.08 29.93 602,01 28, 68 28. 41 
24.09 32.64 656, 73 31, 28 31,33 
26.10 35.36 711,46 33, 89 33,66 
28. 10 38,09 766,19 36.49 36, 39 
30.11 40, Bl 820.92 39. 10 38,92 
det) (| 43.53 875,64 41,70 41,64 
34. 12 46.25 930,37 44,31 44,17 
36.13 48.97 985, 10 46.91 46.90 
STW Deacon ae? WoW Jammie Wi SAC: Meine bP Gee 2 
40,14 54.4) 1094, 55 52.13 51.95 
Alone Sih Mie 1149. 28 54,74 54.48 
44,16 59,85 1204, 01 itso 57.01 
46,17 S25 1258, 74 59.96 59.54 
48.17 65.29 1313.46 62.56 62,26 
50, 18 68.01 1368, 19 65.17 64, 79 
52.19 ONS 1422.92 Oday in, 67,52 
54, 20 73,45 1477, 65 70. 38 70,05 
56, 20 Ue Lit PE SZ eon 72,98 72,77 
MAT Oe eVects nevis ue CORO Tee tah iy Ca nae aetna th 
60, 2) 81, 62 1641, 83 78,20 77, 83 
62,22 84,34 1696, 56° 80, 81 80, 36 
64, 23 87.05 1751, 28 83,4) 83,08 
66, 24 89.77 1606.01 86.02 85,61 
68, 24 rere} 1860, 74 88.62 88, 34 
hosecala, Obie 1915.47 91,23 90. 87 
72.25 97.94 1970.19 93, 83 93.59 
74, 26 100, 66 2024, 92 96. 44 96. 12 
Orel 103.38 2079.65 99.04 98, 85 
TEU sc icusa ctr AO ela meee AON, GRY etl 38 
80, 28 108, 82 2189.10 104, 25 104, 10 
82.29 111,54 2243, 83 106, 86 106, 63 
84, 30 114, 26 2298, 56 109, 47 109, 16 
86. 31 116,98 FA oe er ARS 112,08 111.69 
88, 31 119, 70 2408,01 114.66 414. 41 
90, 32 122, 42 2462, 74 117.29 116,94 
Oo 125, 14 2517.47 119. 89 119,67 
94, 34 127, 86 2572, 20 122.50 122720 
96.34 130.58 2626, 92 125. 10 124, 92 
GR ah ag SE 2bR I Oh hie ee Th 127.45 
100, 35 136,03 2736, 38 130; 3:2 129,98 
102. 36 MDB 75. rea ey ta | 1324.93 132.5) 
104, 37 14,405 2845. 83 P3524 O95 135,23 
106. 38 144, 18 2900, 56 138,14 137. 76 
108, 38 146.91 29555 29 140, 74 140, 49 
110, 39 149, 63 3010.02 143,35 143,02 
112.39 Logo 3064. 74 145.95 145,74 
114, 40 155,07 3119.47 148.56 148,27 
116. 41 TS-7, 09 3174, 20 151.16 151,00 
118.42 160,5) 3228,93 153.77 153,53 
120, 42 163,23 3283.65 156.37 156,25 
160,55 217.64 4378.19 208.49 208. 39 
200. 69 Pot i AyAi le) 5472. 74 260.6) 260,54 


ae , Oe 
Ge ra ~ A? Gs a | ue e Gs ee 4 ella thy apd: 
Nyeeac) OS PRyod”. | 

“AEN | be..b ; SS 590 
OF. tay exts ae a4 
1} De] rime oS Ad 
hate) = Sie bs.,0a 
eda Hay ae at oY 
OF REL ee cher I 
Ae pi ie ye 


Vent? OR Ye Gh (09 
eX r fay ive ‘dy S44 
» Lae we edy OL uae 
vali? Be fe ae it \ée 
{0.8 bs oy Our it ee 
are os ad G51 Le 40 
YRTe tee. eo RH ii A? 
Of) SRR OS dito ce ie 
$40 9 CLA of ov 
i te Ve my Oe ag ‘a4 RP 
“ge wo el ét (601 
Ne AY be At. 90% 
@) Apes We ihe 'F po 
a Oe e he Of dt a 
Leaey tap Aer al Ao! 


4831008222288; 


oh a thas a5 
i? Gade 1? oA; Ap fl 
(ee th cae to ta i 
v4 dh bet 01 ay ai 
05 08 "RO SAR fe Ort 

9 - 

12 


- ood 
es 
a 


NET PROCEEDS 
TAKEN BY 
BORROWER 


$ 500 
550 
600 
650 
700 
750 
800 
850 
900 
950 


1000 
1050 
1100 
1150 
1200 
1250 
1300 
1350 
1400 
1450 


1500 
1550 
1600 
1650 
1700 
1750 
1800 
1850 
1900 
1950 


2000 
2050 
2100 
2150 
2200 
2250 
2300 
2350 
2400 
2450 


2500 
200 
2600 
2650 
2700 
2750 
- 2800 
2850 
2900 
2950 
3000 
4000 
5000 


PERSONAL INSTALMENT LOANS PLAN 2 


Total 
Service 


Charge 


$23.03 
204.39 
2r,63 
29,94 
B22 5 
34.55 
36. 85 
She lee Se, 
41,45 
43.76 


46.06 
48. 36 
50,67 
52.97 
55.27 
57.58 
59. 88 
62. 185 
64. 48 
66.78 


69.08 
71.40 
Le 
76.00 
78,30 
80, 60 
82.90 
85) 2:1 
87.51 
89, 82 


92.12 
94. 42 
96.72 
99’, 03 
LOW 33 
103.63 
NOD aus 
108, 23 
110,54 
112,85 


115.15 
117.45 
hY9. 75 
122.05 
124, 35 
126, 66 
128.96 
131.26 
133.57 
135.67 
ISBAIF 
184.17 
230.17 


24 MONTHS FACE VALUE OF NOTE AND 


Total 


Interest 


6% pia. 


$ 30. 
34. 
Dts 
40, 
43. 
46. 
49. 
5Z. 
Bis 
58. 


61, 
65. 
68. 
Ths 
74. 
tt. 
80, 
toe 
86. 
89, 


912% 
96. 
99: 
102. 
105. 
108. 
ND ie We 
114, 
117, 
'20. 


hiss 
ets 
130, 
here 
136. 
bs 
142. 
145). 
148, 
LB 


154, 
L58; 
161. 
164, 
Lun. 
Wie Oe 
Wao ie 
N70), 
WAS Ts 
182. 
Leo: 
247, 
309. 


99 
09 
19 
29 
38 
48 
58 
68 
78 
88 


98 
08 
17 
fait 
37 
47 
Bt 
67 
77 
87 


97 
06 
16 
26 
36 
46 
56 
66 
76 
85 


95 
05 
15 
25 
35 
45 
Bib 
65 
74 
84 


94 
04 
14 
24 
34 
44 
54 
64 
73 
83 
93 
ol 
88 


FACE 


Monthly 

VALUE OF Payment 
NOTE 23 Mos. 
$ 554. 02 $ 23.09 
609, 42 25.40 
664. 82 she Bie 
720; 23 30.01 
775,63 32,32 
831.03 34.63 
886. 43 36.94 
941, 83 39,25 
997.23 41.56 
1052.64 43. 86 
1108.04 46.17 
1163, 44 48,48 
1218. 84 50.79 
1274.24 53.10 
1329.64 . 55.41. 
1385.05 57.72 
1440, 45 60.02 
1495, 85 62.33 
1551.25 64. 64 
1606. 65 66.95 
1662.05 69. 26 
1717. 46 71.57 
1772. 86 73,87 
1828, 26 7163 48 
1883.66 78,49 
1939.06 80, 80 
1994. 46 83.11 
2049. 87 85.42 
2105.27 87.72 
2160.6% 90,03 
2216.07 92.34 
2a0b47 94.65 
2326, 87 96. 96 
2382.28 99,27 
2437, 68 101.57 
2493.08 103, 88 
2548. 48 106.19 
2603, 88 108.50 
2659, 28 110, 81 
2714.69 F135, 12 
2770.09 115.43 
2825.49 ELF 73 
2880, 89 120.04 
2936, 29 122.35 
2991.69 124. 66 
3047. 10 126.97 
3102.50 129, 28 
3157.90 131.58 
3213, 30 133, 89 
3268. 70 136, 20 
3324. 10 138.51 
4432, 08 184, 67 
5540.05 230,83 


BRANCH ROUTINE 


MONTHLY PAYMENT 


LPI~24 
Jul y62 


24th 
Pay- 


ment 


$ 


Cue Io 
Away ay 
27.49 
30.00 
And | 
34.54 
36. 81 
39.08 
41.35 
43.86 


46.13 
48.40 
50.67 
52.94 
55.21 
57.49 
29.99 
62, 26 
64.53 
66. 80 


69.07 
71,35 
73. 85 
76.12 
78,39 
80. 66 
82.93 
85,21 
87.71 
89.98 


92.25 
94.52 
96.79 
99.07 
101,57 
103. 84 
106. 11 
108. 38 
110.65 
112.93 


115.20 
Ur prer A 
119,97 
122,24 
124.51 
126,09 
129. 06 
131.56 
133n. 83 
136.10 
138 out 
184, 67 
230.96 
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PERSONAL INSTALMENT LOANS PLAN 2 
27 MONTHS - FACE VALUE OF NOTE AND MONTHLY PAYMENT 


NET PROCEEDS Total Total FACE Monthly  -2%th 

TAKEN BY Service Interest VALUE OF payment _ pay- 

BORROWER Charge 6% p.a. NOTE 26 Mos, ment 
500 25461 34.79 560. 60 20.77 20.58 
550 28, 40 38.26 616. 66 22, 85 £2450 
600 -30.97 41.74 672.71 24. 92 24.79 
650 33.56 45.2) 728,77 27.00 26,77 
700 oe Ee} 48.70 784, 83 29,07 29.01 
> (Pent) 38072 rare WA 840,89 31.15 30,99 
800 41,29 55.66 896.95 33,23 32.97 
850 43.88 59.13 953.01 35.31 34. 95 
900 46.45 62, 62 1009. 07 37.38 37.19 
950 49.04 66.0 1065, 13 39, 46 IG. 7 
1000 51.61 69.58 NG eas Ge) 41,53 41.41 
1050 54,20 73, 05 ALT 725 43,61 43.39 
1100 56.77 76, 54 Meas lale e\) 45,69 45.37 
1150 59.36 80.01 1289, 37 47.77 47,35 
1200 61,94 83.49 1345, 43 49. 84 49.59 
1250 64,53 86. 96 1401.49 Sieve S57 
1300 67.10 90, 45 1457, 55 53.99 53.81 
1350 69.69 93.92 1513.61 56.07 55.79 
1400 72,26 97.4) 1569, 67 bis Pam Os) 57.77 
1450 14,85 100, 88 1625 73 60,23 59, 75 
1500 77.42 104, 37 1681. 79 62.30 61.99 
1550 80.01 107. 84 1737. 85 64. 38 63.97 
1600 82.58 111, 32 1793.90 66. 45 66, 20 
1650 85.17 114. 79 1849.96 68,53 68,18 
1700 87. 74 ‘118, 28 1906, 02 70, 60 70, 42 
1750 90. 33 PAD ies ees) 1962.08 — 72.68 72,40 
1800 92.90 125, 24 2018, 14 74. 76 ‘74, 38 
1850 95 49 128. 71 2074, 20 76, 84 76, 36 
1900 98.06 aig 2130.26 78.91 78,60 
1950 100, 65 135,67 2186, 32 80.99 80, 58 
2000 NOS e a) 139. 16 2242, 37 83.06 82. 81 
2050 105. 80 142, 63 2298. 43 85,14 84. 79 
2100 108, 37 146, 12 2354, 49 87, 22 86.77 
2150 110.96 149.59 2410.55 89. 30 88, 75 
2200 V3.4 Ro a UW) 2466. 61 91.37 90.99 
2250 116.13 156, 54 2522, 67 93.45 92.97 
‘2300 118. 70 160. 03 2578, 73 95.52 95,21 
‘2350 Lak 29 163.50 2634, 79 97.60 97.19 
2400 "  323;'°66 166.99 2690. 85 99. 68 99.17 
126,45 170,46. 2746, 91 101, 76 101,15 
2500 129,02 173, 95 2802.97 103, 83 103.39 
2550 131.61 177. 42 2859. 03 105.91 105,37 
2600 134,18 180. 90 2915, 08 107.98 107, 60 
2650 136.77 184, 37 2971, 14 110, 06 109, 58 
2700 139. 34 187. 86 3027. 20 112.13 111,82 
2750 141.93 191,33 3083, 26 114, 21 113, 80 
2800 144.50 194, 82 S39. 34 116.29 115. 78 
2850 147.09 198, 29 3195.38 118, 37 117, 76 
2900 149. 66 201, 78 3251, 44 120. 44 120,00 
2950 P5225 PAV eA S307 250 122,52 121.98 
3000 154. 82 208, 73 3363, 55 124. 58 124.47 
4000 206, 42 278, 32 4484, 74 166. 11 165, 88 
5000 258,05 347, 89 5605. 92 207, 63 207.54 
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BRANCH ROUTINE 


PERSONAL INSTALMENT LOANS PLAN 2 LPL «36 
July 62 

30 MONTHS - FACE VALUE OF NOTE AND MONTHLY PAYMENT 

NET PROCEEDS Total Total FACE Monthly 30th 

| TAKEN BY Service Interest VALUE Payment  Pay- 

BORROWER Charge 6% p.a. OF NOTE 29 Mos. ment 
$ 500 $ 28.66 $ 38.70 $ 567. 36 $ 18.92 $ 18.68 
550. *" 5452 42.57 624.09 20. 81 20. 60 
600 34.39 46.44 680. 83 22070 22.53 
650 37.26 50.3] 737057 24.59 24.46 
700 40.12 54.18 794, 30 26.48 26.38 
750 42.99 58,05 851.04 28.37 28, 31 
800 45,85 61.92 907.77 30. 26 30. 23 
850 48.72 65.79 964.51 32.16 31. 87 
900 51.58 69, 66 1021.24 34,05 33.79 
950 54,45 73.53 1077.98 35.94 35.72 
1000 7. a1 77, 40 wie rgl 37.83 37. 64 
1050 60. 18 81.27 1191.45 39.72 39.57 
1100 63.04 85.14 1248.18 41,61 41.49 
1150 65.91 89.01 1304, 92 43.50 43.42 
1200 68,77 92, 88 1361.65 45,39 45,34 
1250 71,64 96.75 1418, 39 A728 A727 
1300 74,51 100. 62 1475.13 49.18 48,91 
1350 77.37 104.49 —- 1531. 86 51.07 50, 83 
1400 80.24 108. 36 1588.60 — 52,96 52,76 
1450 83. 10 Pea Bae 1645, 33 54.85 54,68 
1500 TBR Ae” | 116610 0-10 SWOO7 56.74 56. 61 
1550 88, 83 119.97 1758. 80 58.63 58,53 
1600 91.70 123, 84 1815.54 60.52 60. 46 
1650 94.56 rer 1872.27 62.41 62. 38 
1700 97.43 149358 1929.01 64,31 64,02 
1750 100.29 135.45 1985. 74 66, 20 65.94 
1800 103. 16 139.32 2042, 48 68.09 67, 87 
1850 106,02 - 143.19 2099, 21 69.98 69.79 
1900 108. 89 147.06 2155.95 71.87 There 
1950 111, 76 150.93 2212.69 73.76 73,65 
2000 114, 62 154, 80 2269. 42 75.65 75.57 
2050 117.49 158.67 2326. 16 717.54 77.50 
2100 120.35 162, 54 2382, 89: 79.43 79.42 
2150 123022 166. 41 2439. 63 81,33 81. 06 
2200 126.08 170, 28 2496. 36 83,22 82.98 
2250 128.95 174,15 2553.10 85,11 84,91 
2300 131.81 178.02 2609, 83 87.00 86. 83 
2350 134,68 181.89 2666, 57 88, 89 88. 76 
2400 137.54 185.76 2729530 90. 78 90, 68 
2450 140,41 189. 63 2780. 04 92.67 92.61 
2500 P3027 193,59 2836, 77 94,56 94,53 
2550 146.14 197,37 2893.51 96.46 96.17 
2600 149.01 201.24 2950.25 98, 35 98. 10 
2650 151.87 205.11 3006.98 100, 24 100. 02 
2700 154,74 208. 98 3063, 72 i213 101.95 
2750 157.60 212.85 3120. 45 104.02 103, 87 
2800 160,47 216.72 aire 105.91 105. 80 
2850 163,33 220,59 3233.92 107. 80 107. 72 
2900 166,20 224, 46 3290, 66 109, 69 109. 65 
2950 169, 06 aay ek 3347, 39 111,58 111,57 
3000 71.93 232,20 3404, 13 113.48 Vise 21 
4000 229.24 309. 60 4538, 84 151,30 5. 451014 


5000 286.54 387. 00 Soir 189, 12 189,06 
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PERSONAL INSTALMENT LOANS PLAN 2 
33 MONTHS - FACE VALUE OF NOTE AND MONTHLY PAYMENT 


NET PROCEEDS Total Total ‘FACE Monthly 33rd 

TAKEN BY Service Interest VALUE OF payment Pay- 

BORROWER Charge 6% p.a. NOTE 32 Mos. ment 
500 he 42, 45 574,17 17. 40 Pry at 
550 34.90 46.69 631.59 19,14 ACey Bt 
600 38.06 50.94 689.00 20, 88 20, 84 
650 41.24 55.18 746,42 22,62 22.58 
700 44,4] 59.43 803. 84 24, 36 24,32 
750 47.59 63.67 861.26 - 26. 10 26.06 
800 50. 76 67.91 918,67 27. 84 27.79 
850 53.94 72,15 976.09 29,58 29,53 
900 57.10 76, 40 1033.50 4 Dig 31.26 
ee ewe CO eh ses ea PIOSO NIE A sono.) 254.00 
1000 63.44 84,90 1148, 34 34, 80 34,74 
1050 “ 66. 62 89,14 1205. 76 36.54 36.48 
1100 69.79 93, 38 1263.17 38.28 38.21 
1150 72.907 97, 62 1320.59 40,02 39.95 
1200 76.13 101. 88 1378.01 41. 76 41,69 
1250 : 79.3), 106. 12 1435.43 43,50 43.43 
1300 82.48 110. 36 1492. 84 45,24 45,16 
1350 85. 66 114. 60 1550. 26 46.98 46.90 
1400 88, 82 118. 86 1607. 68 48. 72 48.64 
SEO ie ee she COO ASLO 1 NOG RED i 0 Be Oy 38. 
1500 95.16 127, 35 1722... 5 1 52.20 52.11 
1550 98, 34 131.59 1779, 93 53.94 53.85 
1600 101.50 135. 84 1837. 34 55.68 55,58 
1650 104. 68 . 140.08 1894. 76 57.42 57.32 
1700 107. 85 144, 33 1952. 18 59.16 59.06 
1750 111.03 148.57 2009. 60 60. 90 60. 80 
1800 114, 20 152. 8) 2067.01 62.64 62.53 
1850 117. 38 157, 05 2124. 43 64, 38 64.27 
1900 120.54 161. 30 2181. 84 66, 12 66.00 
BA ee ee Ne ge ic eh tae oye PALE pee ced i Wd oe Pa a enol on 
2000 126, 88 169.79 2296.67 69. 60 69.47 
2050 130.06 174. 03 2354.09 71. 34 Tiel 
2100 133.23 wa PATA 2411.50 73.08 72.94 
2150 136.41 182.51 2468. 92 74, 82 74, 68 
2200 139.57 186.77 2526. 34 76.56 76.42 
2250 142.75 191.01 2583. 76 78. 30 78.16 
2300 145,92 V95e25 2641.17 80, 04 79,89 
2350 i 149. 10 199. 49 2698.59 81.78 81.63 
2400 152.26 203. 75 2756.01 83.52 83,37 
Ge een we LOO) Ae eee OL ae a” | Be be fe BO, AY 
2500 158.60 212,24 2870, 84 87, 00 86, 84 
2550 161. 78 216. 48 2928, 26 88. 74 88,58 
2600 164. 94 220.05 2985.67 90. 48 90,31 
2650 168, 12 224.97 3043.09 92, 22 92.05 
2700 171.29 229. 22 3100.51 93.96 93,79 
2750 174.47 233. 46 3157.93 95.70 95.53 
2800 pone 173-04 237. 70 3215.34 97.44 97.26 
2850 180, 82 241.94 3272. 76 99, 18 99,00 
2900 "183.98 246.19 3330.17 100, 92 100. 73 
2950 187.16 250. 43 3387.59 102. 66 102.47 
3000 190, 32 254, 68 3445.00 104, 40 104, 20 
4000 253.76 339,57 4593.33 139, 20 138.93 


5000 317. 20 424. 46 5741.66 his. 99 173.98 
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BRANCH ROUTINE 


PERSONAL INSTALMENT LOANS PLAN 2 LPI -36 
36 MONTHS - FACE VALUE OF NOTE AND MONTHLY PAYMENT July 62 
NET PROCEEDS Total Total FACE Monthly 36th 
TAKEN BY Service Interest VALUE OF payment Pay- 
BORROWER Charge 6% p.a. NOTE 35 Mos. ment 
500 34,74 46, 30 581.04 16.14 16.14 
550 38,22 50.92 639.14 17.75 17.89 
600 41.68 55.56 697,24 19,37 19,29 
650 45.16 60.18 755. 34 20.98 21,04 
700 48. 63 64,81 813.44 22. 60 22.44 
750 52,11 69. 43 871.54 24,21 24,19 
800 55.57 74.08 929. 65 25. 83 25.60 
850 59,05 78. 70 987. 75 27.44 27.35 
900 62.52 83. 34 1045, 86 29.06 28.76 
rege oe Or 00 Mee eee i 1 TOSs ita ie hee ee. oO, BL 
1000 69.47 We bUl be) -LibeeOt Ce aoe ob eer er, 
1050 72.95 97, 22 1220.17 33.89 34,02 
1100 76.42 101. 86 1278.28 35.51 35.43 
1150 79.90 106. 48 1336.38 EY pea 37.18 
1200 83, 36 bidewliz 1394, 48 38.74 38.58 
1250 86, 84 115. 74 1452,58 40.35 40.33 
1300 90. 31 120, 38 1510.69 Al, 97 41,74 
1350 93.79 125, 00 1568.79 43.58 43.49 
1400 97.26 129, 63 1626. 89 45.20 44.89 
BD kor 0094), ae 1S Ae SNORE ON, oo AGG Bl oy AOL Oo 
1500 104,21 138.90 1743.11 48, 42 48,41 
1550 107.69 143.52 1801, 21 50,03 50.16 
1600. 111,15 ny eS 9% 1859. 31 51.65 51.56 
1650 114.63 Mos eink: 1917.41 53,26 53,31 
1700 118.10 157. 41 1975.51 54, 88 54.71 
1750 121.58 162,03 2033.61 56.49 56, 46 
1800 ay2s 04 166, 68 2091, 72 58,11 57, 87 
1850 128,52 171. 30 2149, 82 59.72 59,62 
1900 131.99 175.94 2207.93 61,34 61.03 
Be oe ea ec een Oe emo, nl) Gao oe Oe ae 
2000 138.93 185, 20 2524.13 64, 56, 64.53 
2050 142.41 189, 82 2382. 23 66,17 66, 28 
2100 145.88 194, 46 2440, 34 67.79 67.69 
2150 149. 36 199.08 2498, 44 69. 40 69.44 
2200 L526 Soya 205472 2556.54 71,02 70, 84 
2250 156, 30 208. 34 2614, 64 72.63 72.59 
2300 159.77 212.98 2672475 74, 25 74, 00 
2350 163,25 217. 60 2730. 85 75. 86 75.75 
2400 166, 72 rR Mae 2788.95 77. 48 97015 
- 2450 ARO Oud Prenin -226N85 2847.05 79,09 78.90 
2500 173.67 Deseo CazOOS, HOES BORO Bol 7 
2550 . 177.15 236.12 2963.27 82.31 82. 42 
2600 180.61 240. 76 3021137 Mig v9 83, 82 
2650 184.09 245, 38 3079.47 85,54 85.57 
2700 187.56 250.01 3 FR9ESY 87, 16 86.97 
2750 191,04 254, 63 3195.67 88.77 88,72 
2800 194.50 259, 28 3253.78 90. 39 90.13 
2850 197.98 263.90 3311. 88 92.00 91,88 
2900 201.45 268.54 3369.99 93.62 93,29 
2950 204.93 273. 16 3428, 09 95, 23 95.04 
3000 208. 39 277. 80 3486.19 96. 84 96.79 
4000 277.85 370, 39 4648, 24 ToC es Seon Os 


5000 S431 463.00 28 20),03:1 161. 40 161.31 
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together with all eae and chattels of a like description 


113(2 
HATTEL 0 TGAGE (ONTARIO) 
t to a Promissory Note 


~~ Chis Indenture 


made in duplicate the day of 19 


BETWEEN 
hereinafter called the MORTGAGOR 


and THE TORONTO-DOMINION BANK 
hereinafter called the MORTGAGEE 


WHERBREAS the Mortgagor is indebted to the Mortgagee in the sum of 


Dollars ($ | ) 
and interest being the amount of Promissory Note(s) made or endorsed by the said Mortgagor in favor of the 
said Mortgagee true copy(ies) of which is are} hereunto annexed, for the purpose of securing the due repay- 
ment of the said sum, according to the tenor and effect of the said Note(s). 


NOW THIS INDENTURE WITNESSETH that the Mortgagor for and in consideration of 


Dollars ($ 
of lawful money of Canada paid by the Mortgagee to the Mortgagor before the sealing and delivery of these 
resents (the receipt whereof is hereby acknowledged ) has granted, bargained, sold, and assigned and by these 
resents DOTH GRANT, bargain, a and assign unto the Mortgagee, ALL AND SINGULAR the goods, 
chattels and property particularly mentioned at set forth in the ae “A” endorsed hereon or hereunto 
annexed (all of which are hereinafter referred to as goods and chattels) of the Mortgagor not exempt from 
seizure under writs of execution within the meaning of the Bank Act, all of which goods and chattels are now 
ordinarily lying and being in and upon the following lands and premises: 


is 


ee exempt from seizure as aforesaid which shall here- 
after be brought by the Mortgagor upon the said premises or upon any other premises to which the Mortgagor 
may remove such goods and chattels or any of them during the continuance of this security or any renewal 
thereof. 


TO HAVE AND TO HOLD ALL AND SINGULAR the said goods and chattels unto the Mortgagee. 
TO THE ONLY PROPER USE AND BEHOOF of the Mortgagee FOREVER: ‘ 


PROVIDED ALWAYS and these Presents are upon this express condition that if the Mortgagor shall pay or 
cause to be paid unto the mortgagee the sum of 
F Dollars ($ ) 


and interest in accord with the full tenor and effect of the above recited promissory note or notes and all or any 
notes in renewal or substitution in whole or part thereof which may be given by the M ortgagor and accepted by 
the Mortgagee and all damages, costs, charges and expenses which the Mortgagee may incur or disburse by rea- 
ee Ban non-payment when due of the abate recited note or notes or any notes in renewal or substitution 
thereot: 


THEN THESE PRESENTS and every matter and thing herein contained shall cease, determine, and be utterly 
void to all intents and purposes, anything herein contained to the contrary thereof in anywise notwithstanding. 


AND the Mortgagor does hereby COVENANT, PROMISE, and AGREE to and with the said Mortgagee that 
the Mortgagor shall and will warrant and forever defend ALL AND SINGULAR the said goods and chattels 
unto the Mortgagee against the Mortgagor and against all and every other person and persons whomsoever. 
And also that the Mortgagor or some or one of them shall and will well and truly pay or cause to be paid unto 
the Mortgagee the said sum of money mentioned in the above proviso with interest on the same as aforesaid on 
the day pad time and in the manner hereinbefore provided for the payment thereof: 


AND ALSO, in case that default shall be made in the payment of the said sum of money or of the interest there- 
on or any part thereof as hereinbefore provided, or the Mortgagor shall attempt to or shall sell or dispose of or 
in any way part with the possession of the said goods and chattels or any of them, or to remove the same or any 
part eae without the consent of the Mortgagee to such sale, removal, or disposal thereof, first had and obtained 
in writing or in case the Mortgagee feels unsafe or insecure or deems said goods and chattels in danger of being sold 
or removed, THEN and in every such case the whole of the money secured by this Indenture shall immediately 
thereon become due and payable, and it shall and may be lawful for the ae or its servant or servants and 
with such other assistant or assistants as it may require at any time during the day or night to enter in or upon 
any lands, tenements, houses, and premises wheresoever and whatsoever where the said goods and chattels or 
any part thereof may be and for such person or persons to break and force open any doors, locks, bars, fastenings, 
hinges, gates, fences, houses, buildings, enclosures, and places for the ee a of taking possession of and re- 
moving the said goods and chattels; and upon and from and after the taking possession of such goods and chat- 
tels as aforesaid it shall and may be lawful for the Mortgagee and each or any of them is and are hereby author- 
ized and empowered to sell the said goods and chattels or any of them or any se thereof at public auction or 

rivate sale as to them or any of them may seem advisable; and from and out of the proceeds of such sale in the 
First place to pay and reimburse itself or 2 eae oe all such sum or sums of money as may be secured by virtue 
of these Presents, and all such expenses as may have been incurred by the Mortgagee in consequence of the 
action, default, neglect, failure, or attempt of the Mortgagor as aforesaid or in consequence of such action of 
the Mortgagee, aa in the next place pay unto the Mortgagor all such surplus as may remain after such sale 
and after payment of all such sum or sums of money and interest thereon as may be secured by these Presents 
at the time of such seizure and after payment of the costs, charges, and expenses incurred by such seizure and 
sale as aforesaid: AND IT IS HEREBY UNDERSTOOD AND AGREED that in case default shall be made in 
the payment of any of the said sums of principal or interest then interest shall continue to be payable at the 


___ rate aforesaid thereon from the maturity thereof until the same shall be fully paid. 
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PROVIDED ALWAYS nevertheless that it shall not be incumbent on the Mortgagee to sell and dispose of the 
said goods and chattels, but that in case of default of payment of said sum of money or the interest thereon as 
aforesaid or any part thereof, it shall and may be lawful for the Mortgagee peaceably and quietly to take, hold, 
use, occupy, possess, and enjoy the said afl and chattels without the let, molestation, eviction, hindrance, or 
interruption of the said Mortgagor or any of them or any other person or persons whomsoever. AND FURTHER 
that in case the sum of money realized under any such sale as above mentioned shall not be sufficient to pay the 
whole amount of principal, interest, costs, charges, and expenses according to the provisions of this Indenture, 
that the Mortgagor shall and will forthwith pay or cause to be paid unto the Mortgagee all such deficiency. 


AND FURTHER that the Mortgagor will ae the currency of this Mortgage and any and every renewal 
thereof INSURE and keep insured the goods and chattels hereinbefore mentioned against loss and damage by 
fire in an Insurance Company authorized to transact business in Canada and approved of by the Mortgagee in 
the sum of not less than their full insurable value as security for the money secured by this Indenture for the 
benefit of the said Mortgagee and will pay all premiums and moneys necessary for that purpose as the same be- 
come due and payable in respect of 43 insurance, the loss if any to be payable to the said Mortgagee and the 
production of this Indenture shall be sufficient authority for and the said Insurance Company is hereby directed 
thereupon to pay such loss if any to the said Mortgagee. PROVIDED that if the said insurance is not effected 
or not kept fully renewed and default be made in payment of the said premiums or sums of money by the Mort- 
gagor, the Mortgagee may pay the same and such sums of money shall be added to the debt hereby secured and 
shall bear interest at the same rate from the day of such payment and shall be repayable with the moneys next 
falling due under these Presents: 


AND FURTHER the said Mortgagor covenants with the said Mortgagee that upon the issue of a writ of sum- 
mons for a money demand against the Mortgagor or the issue of any writ or writs of execution upon any 
judgment against the said Mortgagor; or upon the issue of a warrant of distress for any rent or taxes in respect 
of the premises in or upon which the said goods and chattels or any part thereof may at any time during the 
currency of this Mortgage or any renewal thereof be situate; or upon the failure to insure and keep insured the 
said goods and chattels within the meaning of the provisions of this Indenture; or upon the abandonment of the 
said goods and chattels or any part thereof; or upon the making of any assignment for the benefit of creditors; 
or upon the arrest of the Mortgagor on any criminal charge, or the issue of writ of capias or a writ of attachment 
against the said Mortgagor, and so often as any of the said events may happen, all the money secured by this 
Indenture shall immediately become due and payable and the said Mortgagee shall forthwith be at liberty to 
take any and all proceedings for the better securing itself and for the enforcing and obtaining payment of the 
money secured hereby as though default had actually been made in the payment of the money secured hereby 
or any part thereof. And the said Mortgagor covenants with the said Mortgagee that he will during the currency 
of this Mortgage and any renewal or renewals thereof keep up the amount of the stock-in-trade in the said 
premises so that at any time it will not be less than the aforesaid indebtedness if sold by public auction and that 
if at any time during such period the same be not of such value (as to which the said Mortgagee shall be sole 
judge) all the money secured by this Indenture shall immediately become due and payable and the said Mort- 
gagee shall thereupon have liberty forthwith to take any and all proceedings for the better securing itself and for 
the enforcing and obtaining payment of the moneys secured hereby as though default had actually been made 
in the payment of the moneys secured hereby or any part thereof. 


AND the Mortgagor doth put the Mortgagee in full possession of the said goods and chattels by delivering to 
him at the sealing and delivering hereof this Indenture in the name of all the said goods and chattels. And by 
way of additional secuncy for the moneys secured hereby and upon the terms of these Presents so far as appli- 
cable thereto the Mortgagor doth hereby grant, bargain, sell, assign, transfer, and set over to the Mortgagee 
all book debts, claims, moneys, demands, mortgages, bills, notes, cheques, judgments, and choses in action both 
present and future; and also all books and papers both present and future containing entries of or in any wise 
relating to the same and particularly all such book debts, claims, moneys, demands, mortgages, bills, notes, 
cheques, judgments, choses in action, books and papers which arose in connection with or are related to or shall 
hereafter arise in connection with or relate to the business now carried on or which shall hereafter be carried on 
by the said Mortgagor; AND IT IS HEREBY UNDERSTOOD AND AGREED that these Presents are a col- 
lateral security only. 


AND) it is further understood and agreed by and between the parties hereto that all goods and chattels of a like 
or similar description to those hereinbefore mentioned which shall hereafter be taken or brought into stock or 
possession by the Mortgagor during the currency of these Presents, or any renewal thereof, either upon the said 
premises or upon any other premises to which he may remove his business or a substantial part of his business 
shall at once upon being so brought into stock or possession become mortgaged hereby without a fresh instrument 
being executed for that purpose and all such goods are hereby a shee 


IT IS HEREBY AGREED that the covenants herein contained on the part of the Mortgagor shall be construed as 
being several as well as joint, and that this mortgage is given under and is subject to the provisions of Section 78 
of the Bank Act. 


AND IT’ IS EXPRESSLY AGREED between the parties hereto that all grants, covenants, agreements, rights, 
powers, privileges, and liabilities contained in this Mortgage shall be read and held as made by and with and 
granted to and imposed upon the respective parties hereto and their respective heirs, executors, administrators, 
successors, and assigns, and these Presents shall be read and construed the same as if the word heirs, executors, 
administrators, successors, and assigns had been inscribed in all proper and necessary places; and wherever the 
singular and the masculine are used throughout this Mortgage the same shall be construed as meaning the plural 
or the feminine or neuter where the context or the parties hereto so require. 


IN WITNESS WHEREOF the parties to these Presents have hereunto set their Hands and Seals. 


SIGNED, SEALED, AND DELIVERED 
In the Presence of 
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PROVINCE OF i; 
COUNTY OF ] of the : of 
in the of 
TO WIT: ‘make oath and say: 
That I was personally present and did see the foregoing Bill of Sale by way of Mortgage duly signed, sealed and 
delivered by the part 
thereto and that I know the said part and that of the full age of twenty-one years and that the name 
set and subscribed as a witness thereto is of the proper handwriting 
of me, this deponent, that the same was executed at the of in the 
of on the day of Be eae 
And that I am an attesting witness thereto of the due execution of the said Bill of Sale by way of Mortgage. 
SWORN before me 
at the of 
in the of 
and Province of 
this day of 19 
A Commissioner for taking Affidavits. 
(To be used COUNTY OF } if , of the 
in the case of in the 
of a limited of ; , make 
company ) TO.WYIT: j oath and say: 
1. I was personally present and did see the foregoing mortgage duly sealed and executed 
by , one of the parties thereto, under the hands of 
and 
2. I know the said and and that the 
and respectively of the said Company, and that the 
signatures and to the said mortgage are of proper 
handwriting. 
3. By a by-law of the said Company the and 


are authorized to sign the said mortgage on behalf of the said Company and to affix its corporate 
seal thereto. 


4, The name 7 set and subscribed as a witness to the said 
signatures, is of the proper handwriting of me, this deponent. 


5. The said mortgage was executed at the 


of , in the of ; 
on the day of , 19 

SWORN before me 

at the 

in the 

and Province of 

this day of oko 


A, Commissioner for taking Affidavits. 


(To be used Province of ii 

of the case County of of the of 

i Ae in the Province of , (Occupation), 
ae eee TOMA Ts j make oath and say: 

trade name) : 


1. That I was personally present and did see the foregoing Chattel Mortgage duly signed, sealed 
and executed by the Mortgagor thereto by the hand(s) of 


2. That I know the said 
and am satisfied that each is of the full age of twenty-one years and that the name 

set and subscribed as witness thereto is of the proper handwriting of me, this 
deponent. 


8. That the said Chattel Mortgage was executed by the said party(ies) at the 

of in the of 

on the day of , 19  ,and that I am an attesting witness thereto of the 
due execution of the said Chattel Mortgage. 


SWORN before me 
at the of 
in the OE 
and Province of 
this day of 

wld 


A Commissioner for taking Affidavits. 
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or articles to be covered by the mortgage. 


| 

of | All the horses, cattle, sheep, pigs and poultry together with the increase of any and all such animals, hay, grain, 
2» roots and all crops grown or to be grown, and all machinery, implements; tools and equipment, and with 

any way limiting the generality of the foregoing, the articles listed hereunder. (See marginal instructions.) 


SCHEDULE “A” MENTIONED IN THE WITHIN MORTGAGE 
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PROVINCE OF ] 1, 
COUNTY OF ot tlie 
TO WIT: inthe 


| Bank Manager, and Agent for 
the Mortgagee named in the within Bill of Sale by way of Mortgage make oath and say: 


THAT the Mortgagor 
named in the foregoing Bill of Sale by way of Mortgage justly and truly indebted to the Mortgagee named 
therein in the sum of dollars mentioned therein. 


THAT the said Bill of Sale by She of Mortgage was executed in good faith and for the express purpose of secur- 
ing Ueto of the money so justly due or accruing due as aforesaid, and not for the purpose of protecting the 
goods and chattels mentioned in the said Bill of Sale by way of Mortgage against the creditors of the said 
Mortgagor named therein or of preventing the creditors of said Mortgagor from obtaining payment of any claim 
against the Mortgagor. 


AND THAT I am aware of all the circumstances connected with the said Bill of Sale by way of Mortgage, and 
have personal knowledge of the facts herein deposed to. 


SWORN before me 

at the of 
in the of 

and Province of 
this day of 19 


A Commissioner for taking Affidavits. 
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CHATTEL MORTGAGE 


FORM 113(4) 


Renewal Statement 


Statement exhibiting the interest of THE TORONTO-DOMINION BANK (a continuation of 
The Bank of Toronto and The Dominion Bank) in the property mentioned in the Mortgage 


dated the day of , 19 , made 
between 

of the of in the 

of of the one part and The Toronto-Dominion Bank or The Bank 


of Toronto or The Dominion Bank of the other part and registered in the office of the Clerk 


of the Court of the of on the 
day of 19 ’ 

and renewed by statements registered on the day of 19 ; 

and on the day of 19 , and on the 

day of 19 , and of the amount due 


for principal and interest thereon. 


the said The Toronto-Dominion Bank 
The Bank of Toronto (now continued as The Toronto-Dominion Bank) is still 
The Dominion Bank (now continued as The Toronto-Dominion Bank) 


the Mortgagee of the said property and has not assigned the said Mortgage. 


The amount still due for principal and interest on the said Mortgage is 

the sum of $ made up as follows: 
Principal, $ 

Interest, $ 


Dated at this day of 19 


For THE TORONTO-DOMINION BANK 


NECA EERE Get AY. ERE ALE NP Oe STOREY AOR OOM ER Manager 


Pee rane 


N.B.—Strict adherence to the marginal notes is required. 


(REVISED 1-59) 
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Bated 


COUNTY of Z 
of the of 


Co Wit: in the County of Bank Manager, Agent 


for the Mortgagee named in the Mortgage mentioned in the within statement make oath and say: 
1. THAT the within statement is true. 


2. THAT the Mortgage mentioned in the said statement has not been kept on foot for any 
fraudulent purpose. 


3. THAT I am aware of all the circumstances connected with the Mortgage and have personal 
knowledge of the facts deposed to. 


SWORN before me at the 

of . in the | 
of : this 

day of 19 | 


A Commissioner for taking Affidavits, etc. 


STATEMENT AND AFFIDAVIT 


Reuemal of Chattel Mortgage 


To 
THE TORONTO-DOMINION BANK 
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COST OF AMOUNT LOANED 
$5.60 per Annum per $100 
(To Be Inserted in Promissory Note) 
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No. 1003 ('60) THE BANK OF NOVA SCOTIA 


Scotia Plan Loan 
Promissory Note 


Place Date 


(NAMEs ) 


( ADDRESSES} 


For value received I promise to pay to The Bank of Nova Scotia or order at its 
Branch 


the sum of : a dollars 


which is the amount loaned (receipt of which is hereby acknowledged) plus the cost of the amount loared 
(made up of interest at the rate of 6% per annum and an-adminisirative charge, together totalling $ 


by instalments as follows: Ce 
the sum of $ on the Ca day of each of____ consecutive 


months commencing 
or of each of the months of 
and the sum of $ on 2 ees 


aera 


Upon defeult in payment when due of any instalment or any part thereof, the whole balance of the amount of the note shall fall due 
and be payable with interest at the rate of 6% per annum on any defaulted payment from the date of default until payment. 


Amount Loaned . . . $ 4 
Cost of Amount Loaned $s 


Amount of Note. . . $ 
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and I checked on Mr, Lofquist's data and in the case 
of the Canadian imperial Bank of Commerce, the man 
who wanted to borrow $400 would, in fact, get $4409 .50 
because they reverse the process, and would pay $25.00 
a month, This is roughly the same and I made the 
Same computation with a ¢600 loan and in the Bank of 
Commerce the borrower would get $609.12 and would pay 
$54.00 a month and under your scheme, as I understand 
it, he would get the precise $600 and pay $53.00 a 
month. So it works out about the same, So taking 
Ghose examples, if I checked the two Schedules they 
would be about parallel, your actuarial rate would be 
about the same as the competing banks. Somewhere 
around 9.9, 

MR. DIXON: May I clarify the point and 
say that in determining the gross yield on the funds 
employed by the bank in any particular loan or in the 
whole portfolio, the gress yield on those funds employed, 
part of which is interest and part of which is the 
service charge, that under our scheme or under the 
Manner in which we state our charges,for a 12 month term 
the gross yield between interest and commission accounts 
is 11.07. 

MR, SEDGWICK: I see, 

MR, DIXON: At least that is the way 
I interpret an actuarial -- 

MR, SEDGWICK: But in any event, 
relying on the figures as I have quoted them, the 
effective rate, however it is to be computed, for your 


bank would be about the same -- 
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MR, DIXON: Yes, You will recall in 
the CBA submission there was a range of charges there, 

MR. SEDGWICK: Yes, I recall that 
very well, depending on how you did your sums. One 
other question , sir, what is your loss experience been 
Since you have been in the business? 

MR. DIXON: I can Sue it this way to 
you. Our loss experience has been just below what is 
usually referred to as the industry average. 

MR, SEDGWICK: I see. Somebody said 
about a quarter of 1%, do you do better than that? 

MR. DIXON: Better -- which is pebter —— 
no, I think our loss percentages are somewhat higher 
than that. 

MR, SEDGWICK: Higher than that. Still 
less than half of one percent? 

MR. DIXON: suneupee below the range 
of the industry experience, yes. 

MR. SEDGWICK: I see. Just as a matter 
of curiosity, Mrs. Dell showed me an advertisement of 
your bank which reads: "fo get a Scotia Loan just 
dial their loan service -- call Empire 3-2161 any time 
of the day or night", I think the Committee might be 
interested in knowing just how that works. 

MR. DIXON: Well, during the hours of 
eight in the morning until ten at night that special 
switchboard is staffed by experienced telephone inter- 
viewers, who will, over the phone, acquire the basic 
information we require to come to a loan decision. And 


the they pass that verified information on to the 
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branch of the customer's choice and in most cases the 
loan will be granted, From the hours of ten in the 
evening until eight in the morning there is an 
automatic transcribed hooked up to the telephone 
system. A person may put his name and address and 
some other vital information on a record tape and we 
will process it the next morning. 

MR, SEDGWICK: So that there is an 
absolute minimum of red tape in connection with it? 

MR. DIXON: We try to keep that ee 

MR, SEDGWICK: Then I see that your 
brief says that most of your loans are secured. The 
Canadian Imperial Bank of Commerce said that over 50% 
of their loans were not secured by guarantees or 
mortgages or chattels or otherwise. When you say most 
of your loans, percentagewise about how much is most? 

MR, DIXON: In our particular case | 
in our operation, analyzing the volume of loans made, 
that is, the loans that are going on the books, 90% 
of our loans are secured. 

MR, SEDGWICK: By a chattel mortgage? 

MR, DIXON: Or an assignment of a | 
conditional sales contract. 

MR, SEDGWICK: I see. Not as a rule 
by guarantors other than the borrower? 

MR, DIXON: Of the dollars lent there is 
only,less than 5% are secured by the guarantee. 

MR. SEDGWICK: I see. Those are all 


my questions. 


THE CHAIRMAN: Mr. Lawrence? 
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MR, LAWRENCE: Yes. I've been intrigued 
by this dial loan service. What's the purpose of it 
mainly. as far as the bank is concerned, other than 
to ens ep the automobile business in the evening, or 
what? 

| MR, DIXON: We have found in Toronto 
itself -- and this is only a pilot operation in Toronto 
-- it doesn't apply to other centres. Of course, there 
is now the toll charges and so on and direct distance 
dialing, I suppose anyone could phone if they knew 
the area code and so on ee but here in particular, 
Toronto being a highly industrialized centre, there 
are many people, citizens of the City, who do not 
work, shall we say, in the daytime hours, 8 to 4 or 
9 to 5, whatever it may be. And consequently it is 
sometimes awkward and difficult for them to get into 
the bank to apply for a loan. So we are extending, 
shall we say, our facilities to people who cannot 
or do not find it convenient or even let alone cannot 
get the time off work to come into the bank and 
carry out their borrowing business. 

MR, LAWRENCE: Let me put it to you 
this way -- this thing has only been in operation for 
what? 

| MR. DIXON: Two months. 

MR. LAWRENCE: Two months. What's 
the main purpose for the loan? 

MR. DIXON: Can be to consolidate 
debts, can be to buy a car, can be to buy furniture -- 


MR. LAWRENCE: (Inaudible) 
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MR. DIXON: Well, let's put it this 
way. We have seen no change in the basic analysis of 
the purpose of loans in Toronto or anywhere else as 
a result of this service. 

MR. LAWRENCE: I think it's a good 
idea. I think it is quite an imaginative thing and 
worthwhile for you to get into this thing. 

Again, this Scotia Plan, would the 
percentage of credit advanced through this, would it 
be a very small percentage of the overall loans made 
by the bank, 

MR. DIXON: Well, that is the function 
for which I am primarily responsible, so I am forced 
to say it is an important percentage. 

MR, LAWRENCE: You don't particularly 
want to tell us what percentage? 

MR, DIXON: Beyond being an important 
total of our Canadian dollar loans, I would not care 
to say. 

MR. LAWRENCE: Oh, well, it's not 
important anyway. Thank you. 

THE CHAIRMAN: Mr. Irwin: 

MR, IRWIN: Yes, Mr. Chairman. Mr. 
Dixon, don't think I am about to be critical, but Mr, 
Lofquist yesterday was good enough not to discuss and 
or express some views on the problems of this Committee 
which is seeking to find some way of getting a common 
yardstick by which shoppers or seekers for credit can 
evaluate the different proposals made to them. So in 


that light, referring to your Exhibit B, the promissory 
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note, about the middle of the note in brackets you 
describe the cost of the loan made up of interest at 
the rate of 6% per annum and an administrative charge, 
together totalling X dollars. This, on the face of 
it, appears to be a very satisfactory statement and 
it would leave the impression, I would think, to the 
average borrower, that he was paying 6% for the money 
plus some administrative fees. But here is the crux 
of the whole thing. The people who come before us 
who have second mortgage propositions say the same 
thing -- we are charging 7% plus some fees. But we 
find when we put the whole package together that some 
rather staggering rates of percent of interest develop. 
And, while I am not suggesting that your administrative 
charges are in any way exhorbitant, it's up to you 
to decide what they should be, but here is a great area 
of ambiguity, which, in my opinion, leaves the borrower 
somewhat at a loss to evaluate what he really is 
paying from what is stated that he is being paid. 

MR, DIXON: May I just help you for 
a minute in describing this note ran were reading here 
where it says "together totalling". Now may I refer 
you to Exhibit A, which is a rate chart and in the upper 
righthand corner of each page it says "cost of amount 
loaned", In the case of a 6 months term, you see, it 
says $6.00 per $100 per annum to be inserted in the 
promissory note. That is where the $6.00 in the case 
of a 12 month or the $5.80 in the wade of 24, and so 
on, is inserted. It is our belief that this basis 


of comparison, that whether the dollar cost per 100 is 
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$7.00 per 100 or $6.00 per 100 or $4.00 per 100, it 
would be the —— of providing what we think is an 
adequate basis of comparison for the seeker or user 
of credit. 

MR, IRWIN: Well, this is the view 
expressed. I would like to pursue that thought further. 
I have been aware of your Exhibit A and have compared 
it, as Mr. Sedgwick did, with the schedule of similar 
schedules prepared by the Canadian Bank of Commerce 
and also those prepared by the Toronto Dominion Bank 
and let's say they seem to be in the same range. There 
are small variations and, as Mr. Lofquist agreed 
yesterday, when he reduced this by any one of three 
normal formulas, you come to a percentage. The 
effective rate of interest is somewhere in the order 
of 11% to 113% -- 

MR, DIXON: Effective rate of cost, 
please. 

MR, IRWIN: <All right, effective rate 
of cost. Then -- so I make the point about the promis- 
sory note that while it is a very nicely drawn up 
presentation, it still leaves us, and I think the 
borrower, in some doubt as to how he could compare 

your proposition with somebody elses. 

MR, DIXON: Well, I do believe that 
we are the only bank that are expressing the charges 
in this manner and I think the suggestions, the 
disclosures, and so on we have made through this brief, 
could be considered as a mild recommendation or suggest- 


ion that this might be a workable basis for comparison. 
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If other organizations chose to adopt it or were 
otherwise, by some means, required to demonstrate it. 

MR. IRWIN: Well, in carrying that 
thought on to your page 8, where throughout the page 
you suggest that the information you are presenting 
is all the borrower wants to know, at the top of the 
page. 

MR. DIXON: Yes. 

MR, IRWIN: That you feel what you 
are giving amounts to full disclosure and that in 
our enlightened society that all costs or charges 
for loans, particularly those loans made in instalments, 
are interest. You object to this lumping together as 
interest. 

MR. DIXON: Yes. 

MR, IRWIN: In my view, at any rate, 
these appear to be valid statements, except that 
whether you can split up the fundamental components 
of a cost of money, as you did on page 6, and in some 
cases Say we will include those as part of interest 
and we will include those not as part of interest. The 
fact of the matter is that to the average person in | 
our enlightened society, I think the term interest 
includes the total cost of money. In the vernacular, 
maybe not in the -- 

MR. DIXON: Well, this is the point 
that we would not like to continue. Speaking personally 
I think this is something that has been going on since 
prehistoric times. I have to feel that the consumer 


sector of the economy is one which is gaining momentum, 
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which is being recognized at all levels of study and 
insofar as the consumer and his borrowing habits, his 
needs and what he requires to know, what he wants to 
know, it is something that is developing as evidenced 
by the formation of this Committee, This is a vital 
sector, I think it can be said that we are suggesting 
here that in the consumer sector of the economy, 
insofar as his borrowing or credit transactions are 
concerned, that he is primarily concerned with dollar 
costs rather than percentage cost. He earns his 
income in dollars. He spends his income in dollars, he 
doesn't earn percentages and he doesn't spend percent- 
ages. Now, if we move into the commercial sector of 
the economy, they have been interest-oriented, that is 
a commercial organization in its borrowing and habits, 
in its financial transactions, it is familiar with the, 
may I say, age-old concepts or connotations of the 
word interest. But here again we have many factors 
entering into the cost of borrowing, whether it's a 
corporation or a government, but the interest rate there 
does not mean what it did mean many years ago. When a 
commercial company is, say, floating a bond issue, the 
particular bond issue may be carrying a coupon rate, 
they may or may not have been issued at a discount, so 
the total cost to the people who are borrowing the 
money is not necessarily reflected in the interest rate. 
MR, IRWIN: This is all very inter- 
esting, but why does it matter if interest is a good 
word to describe the total cost of money, why not use 


it. It may not be economically or academically correct, 
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but it is a recognized term. And I don't see that it 
makes much difference what word you use, If interest 
is a good word and it's generally thought of in terms 
of being or representing the cost of money, why not 
use it? And don't confuse the borrower with dis- 
baie teats of what -- 

MR. DIXON: This is why, in our note, 
we have referred to the cost of amount loaned. And in 
the discussion, I believe earlier today and yesterday, 
there were some references made to the Small Loans Act 
and there is no reference to interest in that particular 
Act. There again it is called Cost of Loan, I believe. 

MR, IRWIN: What I'm trying to get 
at is this. It doesn't really matter what you call it, 
provided everybody calls it the same thing. 

MR. DIXON: Right. 

MR. IRWIN: And in my view, it is a 
readily accepted yardstick, whatever you call it, if 
your cost of money iS expressed as a percentage per 
annum. See, I'm just asking for your thoughts on this, 
but it would seem to me to be so much simpler for the 
average person to be able to walk into you and you 
say, "Our cost of money is 11% per annum”, and to walk 
into the Toronto-Dominion Bank and they would say the 
cost of money is 11% per annum or to the Commercial 
Credit Corporation or the CAC or the IAC. In other 
words, you don't need a whole lot of tables that people 
would have to set down side by sidemd say, how much 
would it cost me to borrow $100 here and how much would 


it cost me to borrow $100 there. If everybody said 
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what is was going to cost you percent per annum, then 
at least the shopping borrower would have some yard- 
stick to go by which was readily understood. 

THE CHAIRMAN; Especially when some 
os his largest creditors that he will ever meet in 
his life are expressed in terms of interest. 

MR. DIXON: The point we made here on 
page 8, we feel that the borrower rarely concerns 
himself with the average annual amount of money he 
is borrowing. Now to get at this percentage interest, 
whatever it may be, one must know, or one must consider 
or give consideration to, the average annual amount of 
money he has had the use of.Whereas we are suggesting 
here, it is the amount he borrows at the outset that 
he is concerned with. And this, I think, is what the 
Committee is concerned about too. When he is considering 
entering into a transaction, it is at that time is 
transaction A worse or better than transaction B or 
transaction C, down the line. 

MR. IRWIN: All I am concerned with is 
why not express that in some universal language percent 
per annum? It's a yardstick, you would amit that it 
would be a yardstick for measuring it. It might be, 

I think, a commonly accepted yardstick and it certainly 
would avoid the necessity of a person looking at a half 
dozen schedules of this type. 

THE CHAIRMAN: Let's ask Mr. Dixon if 
he has any ob jection or can see any objection to 
expressing it that way? 


MR. DIXON: No, I have no major objectio 
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to expressing it that way, save for the points we have 
made that the customer, or usually,the borrower is 
concerned only with the amount he borrows at the outset 
and I think the continuing of what I will call the 
prehistoric connotations or aspects or associations of 
interest carrying on to the rest of what's left of 

the 20th Century and the 2lst, I think is wrong. 

MR, LAWRENCE: You are most emphatic 
in this though, that in your experience and that of 
others too, that these four things are the only 
things really. The experience of some of the other 
groups that have appeared before us has been that 
there is usually an enquiry about what interest rate 
they charge. And as far as your bank is vedeerieat 
your experience has been that this question is not 
asked -- 

MR, DIXON: The customer asks, "How 
much will the loan cost me?",and we say, in the case 
of a 12 month loan, "$6.00 ae hundred per annum", 

This same system -- may I refer to it this way -- I 
believe is used throughout the State of New York and 
one or two other States of our neighbours to the South. 

MR. LAWRENCE: Why do you refer to 
this percent in three or four places (rest inaudible) 

MR, DIXON: Why do we refer to it? 

I am not up on all my legal technicalities of the | 
Canada Tateress Act or the Bank Interest -- or the Bank 
Act itself -- but I believe in a promissory note, if 
interest is payable it must be expressed, I believe 
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MR. SEDGWICK: That is true, 

MR. DIXON: I'm not just sure which 
way -- 

MR. SEDGWICK: Under the Exchage Act. 

MR. LAWRENCE: And the Bank Act. 

MR. SEDGWICK: To express the interest. 

MR. DIXON: Right. And if it isn't 
expressed, then certain other things take place, I 
believe. 

THE CHAIRMAN: Do you have any other 
questions? 

MR. SEDGWICK: Well I wanted to put 
this to you because we put it, I think, to Mr. Lofquist, 
that if all other lenders of money on perecnall credit 
were compelled to put on their doduments an actuarially 
arrived at rate of interest, may we take it that you, 
as a banker,would have no objection either -- within 
the limits that you are permitted by the Bank Act? 

MR. DIXON: Yes. I think the Bank, 
certainly our own, follows such legislative directions 
as are made. Therefore, to continue to do business, if 
we were required, we would do so. 

MR. BELANGER: In your very opening 
paragraph you say, "As one financial organization among 
many, we were indeed pleased to read of the appointment 
by the Ontario Legislature of this Select Committee on 
Consumer Credit." Is it the fact that you would ge 
given the chance to express to the public the way your 
bank does business and some other banks do business 


also. Or was it to exclude some of these people we have 
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had come before us, showing us the high rates of 
interest that they were charging? Or was it the fact 
that you had some ideas that you could give to this 
Committee that were perhaps paid by the public, the 
growing public? 

MR. DIXON: Beginning with the points 
in reverse order, I would agree that your last point, 
where we havehad the experience and have been using a 
System which, in our view, seems to work, I had the 
opportunity to present to this Committee with a view 
to having it assess the various merits or otherwise 
of our particular procedure as a perhaps means or a 
basis for your consideration and insofar as the pleasure 
of the appointment, I think I tried to cover that when 
I gaid that the consumer sector of the economy is 
reaching such important -- such importance -- that is 
a pleasure to know that the Ontario Legislature is 
vitally interested in the conduct and welfare of the 
consumer. 

MR. BELANGER: I was just wondering 
what it is that you have offered to us, to the Committee, 
if it is something that perhaps we could use to help 
matters. You mention these four points and I certainly 
do not agree with some of your views that you have here. 
What should be done in the case you mention -- how much 
he's going to have to pay, what percentage. I think 
this is where we do dupe the public, what percent. I 
think that both should be given, the rate of interest, 
not just the cost. (Rest of statement inaudible) 


MR. DIXON: Well, I suggest to you 
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that the consumer sector of the economy perhaps needs 
not much more protection or guidance, shall we say, 
than, as I mentioned, the corporate sector or the 
government sector of borrowing when there are charges 
or costs involved in a credit transaction that are 
other than interest, other than pure rental of the 
money. 

MR. BELANGER: Well, the thing that 
always gets me is all of them seem to say that people 
are not dumb, they are fine and so forth, you can 
trust them. And then the ways and means that various 
institutions take to get the people to go after them. 

I can't understand it. Here's a new one that you just 
introduced today -- 

MR. DIXON: I believe we are in a 
business oriented economy where businessmen and 
individuals, either incorporated or otherwise, are in 
the business of either selling goods or rendering 
services at a profit. And we have competitive, very 
active competitive aspects in all parts of our market, 
particularly in the credit field. 

MR. BELANGER: The trend has changed so 
much, At one time if a person had the cash to go out 
and buy something he was given a discount. Today it's 
go out and spend and pay later. Using all the means 
that you can to get the public to spend. I don't know, 
This is something that you are running into to such a 
state. Sooner or later this is going to have to be paid. 
I don't know. I just can't see this. I just can't see 


it. 


xe Speer yea oe xh A thw iho 
| Ms a a ie 
ay at, aN? BR tay ae mane nate ws 


7 », 
by: 


wi Ki aa wear = AN he 


/ re er 1 hh 7 a peas La bball 
. At Ine Aug Pay chy Ls M4 4 oe 
Resco: 

u ~ SCAN 


Cd 


R “oy 
bey 
PRP wre a eee we 
ey Pe 
ny x at fans es vilew Ren Ae by ee ie 
Midoed sect yan of mabe world Yo Lew We ou. atop eyente 


Marto?) sg Pre tom's oe! Na 5 cant nae 


D 


| dey Wit VAT BO wert Be Ca | wt ansitunebine + dia << Fe mn 5 Ne 
ek) st ~/:glieles bebotieglad | We 


ei | aa 
ae Pa eis ow ovellod I ne aM a i 
Bs, 100) y Site Hentee oL eon en henooe hetnelrto seeaheud || orn 
t Brin: | 7 y 
‘7 al, po (Pealwexedite we trba “stagnant uedite (alsetty tbat i 
ie hiika R 


By rt -Erlwehren so shuog, yitieon) settle te easntebd ede 


i N ca ORLOiioqnas svut o bah  Lahtow « se mevitvaen 


Ss @8 2 - 


nee « o to soNag Lie me avoudam pvleliegmes avivos 


— 
ed 


Lobel shbeto edd ot elneleeténed 


-  ieuaaai hes. Does sr ; SA oe 
a0 G2 0° Saas odd bet noetiag es Dh emhd ano ah. dow . 


i ee Webot .thwoveld s rovle sew ed yotidemoe: yd Dee 
| Sent aaa wv Ifs greta ,wetel yag bane bueqe’ bee due og 


= Pi nok I «jini of of ideg. mas ay o2 nay voy dads 


i ste oy eink witwnr ete. woy tadd gatditemes si etd? 
” ed OF ever of supey ot ehdé sodel ‘30 “innoo’: . stata 


é 


one onan tout I wat’ sen tase! sao) DP. swank 3? and I 
Re 


as * Ss 6 6 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1761 


MR, DIXON: In my view, it's a facet 
of what I like to-call our western style of living, of 
the western world, because both corporations and 
individuals and governments are following the same 
pattern. 

MR, BELANGER: Besdies, as far as. the 
bank is concerned, it is very fine. 

MR. LAWRENCE: If not it wouldn't be 
done, 

THE CHAIRMAN: You must maintain your 
position with your competitors. 

MR. BELANGER: Oh, I understand that, 
Mr. Chairman. It's a trend that I don't like at all. 
I may be old fashioned in my views, but I certainly 
Went see it. 

MR. DIXON: I had the privilege of 
introducing this service throughout our branch service 
in the Caribbean Islands just as recently as a month 
ago, where these emerging countries in the western side 
of the world, shall we say, are wanting and desirous 
and have the ability and are acquirign the ability to 
assume these obligations and this way and manner of 
living on a new national economy. We feel it is an 
important contribution towards the growth of those 
countries. 

THE CHAIRMAN: How are the interest 
rates in other areas where you are operating, outside 
of North America? 

MR. DIXON: The interest rate, again, 


reflects the cost of money and the risk, but the service 
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charge is appropriate directly to the cost that we incur 
in the management of the account. They are fractionally 
higher than they are in Canada, fractionally. 

THE CHAIRMAN: Higher? 

MR, DIXON: Higher. 

THE CHAIRMAN: Mr. Sandercock? Mr, 
Hamilton? Mr. Reilly? | 

| MR, REILLY: I'm happy. 

THE CHAIRMAN: Mr. Letherby? 

MR. LETHERBY: Only one el Yester- 
day the Chairman will recall that we discussed this 
formula, trying to get some uniform formula in the way 
of a standard interest rate. And I was much concerned 
about that and very favourable too, and 1 etl think it 
should be kept closely to the service. But I do like, 
Mr. Dixon, this disclosure of yours on page 8. To me 
that is very important. A man wants to know how many 
dollars he is going to borrow. He wants to know how 
much money it is going to cost. A lot df working men 
might not know how to compute or figure the percent of 
the exact cost to him, the borrower. Now, when a man 
sees that he is going to borrow $100 and it will cost 
him $12.00 for the use of that evar a period of two 
years, he knows then how much money he is going to have 
in his hand and how much he must repay to finish off 
the debt. If he can't figure out the interest rate, 
probably you would for him or he can take it home to 
his girl who is going to public school and she will 
figure it out for him. (Laughter) That's something 


I have altered my thinking on overnight, is this very 
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thing you have hammered home here in your brief. A man 
wants to know how many dollars and cents he's going to 
borrow, he wants to know what it is going to cost him 
in actual dollars. He doesn't bother with percent. 

MR, DIXON: Right. 

MR, LETHERBY: Thank you. That's all. 

THE CHAIRMAN: No further questions, 
gentlemen? Well, thank you very much for taking the 
time out to be with us today and I would like to con- 
gratulate you on the way your excellent brief was 
presented. Thank you. 

MR, DIXON: Thank you, Mr. Chairman. 

MR, LAWRENCE: Mr. Chairman, berore you 
adjourn for lunch, is that the end of the bankers? 

THE CHAIRMAN: Yes. (Laughter) | 

We will adjourn until two o'clock. 
We will reconvene here at two o'clock. 


---LUNCHEON ADJOURNMENT. 
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---UPON RESUMING AT 2:00 P.M., NOVEMBER 20, 1963 

THE CHAIRMAN: Appearing before us 
this afternoon we have Mr, David Archer, President 
of the Ontario Federation of Labour, And with Mr. 
Archer we have Mr. D. F. Hamilton, Secretary=Treasurer 
and Mr. J. H. Craigs, Director of Research, 

Would you please come forward, gentle- 
men, 

MR. ARCHER: Mr. Chairman, this is 
Mr. Craigs and this is Mr. Clement, a Vice-President, 
instead of Mr. Hamilton. Apparently with Mr. Hamilton 
something has happened at the TTC as usual and he is 
still tp there. 

THE CHAIRMAN: Sit down, gentlemen. 

MR. ARCHER: May I go ahead, Mr. 
Chairman? 

Well, this is not a very exhaustive 
brief, It shouldn't take too much of your time. We 
realize much of the things we would like to have said 
have been said and there is no great value in 
repetition so we have kept it down to a minimum and 
we thank you for the opportunity of appearing. We speak 
as the collective voice of about half a million organ- 
ized trade union members in the Province of Ontario, 
all of whom are consumers. 

However, our appearance here today is 
not dictated by self interest nor are we pleading a 
Special case. We are not asking for relief for ourselves 
but rather for the vast consumer public of which we are 


a part. 
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Since the ordinary wage earner is by 
far the greatest user of consumer credit, we can 
truthfully claim to be well acquainted with its useful- 
ness and its pitfalls. Almost daily, we hear reports 
of wage earners caught in the web of high cost consumer 
finance, of excessively high interest rates, of home 
buyers trapped in a tangle of mortgages, bonus payments 
and the like, all of which only serve to drage the 
purchaser further and further into debt, rather than 
permitting him to liquidate it. 

In view of the knowledge your committee 
has already obtained during its hearings, we do not 
propose at this time to cite a catalogue of our 
experiences, but suffice to offer two typical examples 
of the methods used to trap the innocent purchaser. 

The prevalence of these situations has been, and still 
is, a matter of serious concern to our Federation, so 
much so that we found it imperative to bring the matter 
to the attention of the government last year as part of 
our general submission to the Government. We have 
taken the liberty of attaching a copy of the document 
in question and the subject is noted on Page 8. 

Without a doubt, a striking feature of 
post-war economic change in Canada has been the rising 
role of consumer credit. In acquiring goods and 
services other than housing, we have used, or are using, 
up something more than eight times as much money as 
we did in 1946. Apart from the restrictions imposed by 
the federal government in 1950 and tightened in 1951 


as part of a program to deter excessive demand after 
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the outbreak of the Korean War, and was lifted in 
1952, consumer debt has continued to rise fairly 
steadily. | 

The extension of installment credit 
for a larger volume and variety of goods and services 
has, concommitantly induced a more widespread accept- 
ance of buying on time by the consumer. The increased 
number of lending organizations and the periodic easing 
of terms have all made for the substantial enlargement 
of installment buying, personal cash loans, etc, 
Unfortunately, there has not been sufficient watch kept 
by our legislature in policing or controlling this 
widespread growth. 

The Federation believes that the speed 
with which credit is being continually substituted for 
cash on new fronts should be given intensive scrutiny 
by the legislature in order that the public be afforded 
the necessary protection from exploitation that our 
parliament is charged to provide. 

On High Interest Rates 

It is a fact that of all the articles 
or commodities that we purchase, money is the one that 
we know least about. It is also a fact that almost no 
matter where you borrow, the cost of this item will 
invariably be a great deal higher than you think it will 
It surely is a strange anomaly of our society that the 
need to express ourselves in clear and meaningful words 
is required of us at every turn except in the case of 
eiting the cost of consumer credit. The fact is that 


the proliferation of money lending companies, mortgage 
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brokers, etc., of widely varying reputation is surely 
proof that the area in which they operate is to say the 
least highly lucrative and, in too many instances, 
deliberately fogged by unnecessary complexities and 
downright myth. 

The extent to which gobbledygook can 
be practiced starts with such simple expressions as 
“dollar down and a dollar per week" and from this point, 
the jungle commences. The infinite variations on this 
theme were dramatically illustrated in a series of 
articles written by Mr, Pierre Berton for the Toronto 
Star some two years ago. It was abundantly clear from 
these articles that it was only in the rarest instances 
possible for the customer to obtain an accurate state- 
ment of the true annual interest. But how many business 
men would consider borrowing money, and business and 
commerce borrow money constantly, without knowing how 
much it is going to cost him? However, the consumer 
public in Ontario, spending millions of dollars every 
year, is coaxed by every available means to spend his 
money without the faintest idea of how much it is going 
to cost him or without even daring to ask. The 
computation of the cost of borrowing as expressed in 
terms of simple annual interest, has impelled the 
lenders to enormous efforts to perpetuate a modern myth, 
which implies that the calculation of such interest is 
so difficult and complicated as to defy any attempt to 
Simplify it. 

A second myth actively spread and to 


which we take exception is that "there exists several 
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methods of calculating true interest; that these method 
differ so widely that it is well nigh impossible to say 
what the 'true interest' is". Such statements cannot be 
described as anything but arrant nonsense, If they are 
true, then mathematics in Ontario must be a primitive 
selence indeed. 

this Federation is convinced that it 
is unnecessary and dishonest to actively beguile the 
consumer public into a fear of arithmetic and to do so 
is to engage in hairsplitting. 

In ancient times, just as now, there 
always were lenders who will charge fees that are 
regarded as exorbitant, and there are attempts here and 
there to restrict these fees by legal effort. Even 
the Old Testament makes an attempt to draw the line 
when it enjoins, "To a foreigner you may lend upon 
interest, but to your brother you shall not lend upon 
interest", In spite of this injunction the courts, 
until modern times, have been on the side of the lender 
in upholding consistently the sanctity of the law of 
contract, whatever the public may have thought of it. 

A court's thwarting of Shylock's con- 
tract for a "pound of flesh" was such an unusual idea 
that Shakespeare was able to make a world famous dramatic 
masterpiece out of it. 

The pursuit of the "pound of flesh" is 
Still actively carried on today by many in our society 
and a factor which encourages this questionable activity 
is the lack of sensible and useful data. The public 


continues to be baffled simply because they do not know 
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how much they are paying. The countless types of 
charges, many of them nidden from sight, the relentless 
emphasis on "so much per month" by those who peddle 
credit but refuse to divulge how much it costs, makes it 
impossible for the buyer to "shop around for the best 
deal", The lack of sensible and useful data are sub- 
stantial obstacles for the sophisticated, let alone the 
average consumer, to the calculation of the true cost of 
a contract. 

Only the retailers associations and the 
finance company lobbies are concerned about the likeli- 
hood of the customer being "confused" by the inclusion 
of the type of data as we have just néferred to. 

During the recent hearings of the Royal Commission on 
Banking, the Canadian Retail Federation revealed its 
contempt for the consumer public by describing any 
proposals to set out interest rates as "mischievous 
nonsense" and that disclosure eAutacbthinielesdtngs. 
"confusing ", "incorrect " and “unworkable "! | 

Fhe Retail Federation is amongst those 
who have announced that they are preparing "model 
legislation” (their words) for the public. In view of 
their previous statements to the Royal Commission, we 
find no grounds for exhilaration at the prospect of 
comprehensive protection being initiated by such 
institutions. 

It seems to us that the absence of 
truth in the conduct of human affairs very often, if 
not always, denotes the presence of falsehoods. 


Now, Mr. Chairman, we turn our 
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attention to the very serious gap in existing legis- 
lation which allows untrammelled license in the uses 

of unethical selling practices. Although the Small 
Loans Act gives some protection to the borrower of cash 
loans, the area of installment buying is completely 
unprotected. In particular, we draw the committee's 
attention to the dubious and deceitful practices con- 
nected with contract conditions in door to door selling 
of certain products. A typical example -~ and this is 
the only one we cite from our extensive files of our 
Welfare Department -- concerns the vending of such a 
household necessity as storms and screens, However, the 
product could well be one of dozens of other items. 

A salesman sold one of our members a 
thousand dollars worth of aluminum storms and screens. 
He then had the purchaser sign a promissory note which 
consigned the vendor company's financial interest over 
to a finance company. Subsequently, the window company 
installed one window and then disappeared, went out 
of business, we don't know what happened to it. The 
unfortunate purchaser was therefore left with only one 
window installed but owing the finance company $1,000.00 
He informed the finance company that he would willingly 
liquidate his debt -- he wasn't trying to get out of 
it, he had money, and he would willingly liquidate his 
debt in the manner called for in the contract, pro- 
viding the work was completed as specified originally. 
However, the finance company promptly disclaimed any 
responsibility for the lack of performance of the 


vendor company, pressed for payment and were upheld by 
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the Courts. We did go to Court in that case. The 
disillusioned purchaser was left with the original debt 
and, in addition, was saddled with Court and legal costs 
to the tune of an additional $200.00. 

Now unless you think this instance 
is a relatively isolated case, we would like to direct 
the Committee's attentien to some observations made by 
a prominent and respected public servant, the former 
Assistant Deputy Attorney General, Mr. Eric Silk, Q.C., 
which are contained in a report on "The Jurisdiction of 
the County and District Courts", which I'm sure is 
available to this Committee. Mr. Silk noted with great 
concern, he noted the great concern that was expressed 
at many meetings throughout the Province regarding this 
very practice we are talking about, the contract 
practices connected with door to door selling and 
especially such practices as the immediate consignment 
of the promissory notes of the vendor of the product 
or service to a fimance or factoring company. This 
action invariably deprives the defendent of what might 
be regarded as his normal defences in any action that 
might be brought by the creditor. 

I may say, sir, that Mr. Silk noted 
that many of the bar associations in the towns had 
banded together where a group of door to door salesmen 
had swept through the town and the bar association 
offered to take the cases of anyone who was caught in 
this jam without any legal cost whatsoever, to try 
and make up for the harm that had been done. This is 


from Mr. Silk's Report. 
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Another such instance of highly dubious 
practice is the immediate discounting of installment 
contracts by a well known chain of gymnasiums. This 
one has the added gimmick that, even. though the 
individual may have been rendered incapable of 
continuance in the course by physical or medical 
reasons, he is still required to pay the full cost of 
the contract. In other words, if it is impossible to 
use the service, it must still be paid for, We could 
add here, of course, something about dancing lessons, 
but I think the Committee probably knows more about 
that than I do, since I am probably the world's worst 
dancer and I doubt is dancing school would do me much 
good. I'd probably put them out of business if I 
started. 

such contractual clauses as we have 
just described abound throughout the whole field of 
consumer credit and mortgage lending. They are in 
essence simply variations on a basic theme. Such con- 
tracts, usually signed under pressure, give virtually 
untrammelled rights to the seller or factor, while 
restricting the buyer to the "privilege" of making his 
payments. 

It is said that in a democratic society 
a person is free to do as he wants, provided that he 
does not harm other people, but most of us now realize 
that it is not enough. It is necessary to apply a 
common standard to everyone, so that, for the greater 
good of all, the opinion of the majority as to what 


amounts to harm overrides that of the individual. Thus 
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we have found it necessary in our society to devise a 
set of rules. These rules, taken together, amount to 
the law of our society and English law is the set of 
rules we have in this country. The passing of the 
centuries has built up a system which we know as 
Common Law. 

But from the start Common Law cannot 
be sufficient by itself. Times change, and what might 
have been a good rule years ago, is not necessarily a 
good rule today. Fortunately, we do have the means to 
change these rules through the representatives of the 
people sitting in parliament. 

We are acutely aware that it is clearly 
necessary to draw a distinction between those rules 
that are aimed at protecting the community as a whole 
and those which are merely aimed at settling disputes 
between individuals. However, we believe that the 
subject that is before this committee is one that re- 
quires a substantial changing of the rules to give wider 
and more effective protection to the community. 

In closing, Mr, Chairman, this 
committee is, of course, well acquainted with the 
nature of Credit Unions. We therefore ask your indul- 
gence in reminding you once more that the principles 
and character of the credit union idea sprang from the 
working people and, through almost one hundred years of 
existence, has maintained its simplicity and integrity. 
Indeed, these principles have been given legal sanction 
through parliament in the Credit Union Act. 


Although initially Credit Unions grew 
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up in the rural areas, it is today increasingly urban 
in nature due, no doubt, to the spread of industry in 
our cities and towns. 

Because the industrial worker forms 
the largest portion of our society which uses consumer 
credit, this Federation has always supported credit 
union principles. 

We believe that if the Credit Union 
movement can effect substantial growth under careful 
legislative control and effective policing, then so can 
commercial companies in the consumer credit field. We 
de not think it heresy to urge that strict regulation 
of such operations be unde law. In our opinion, the 
ethical companies will be able to continue their 
operations and should be able to continue them, while 
the public will have tangible protection from the 
unethical operators. 

This committee has already gone on 
record as being distressed by some of the evidence it 
has heard from a steady stream of witnesses, most of 
whom have revealed the utmost ruthlessness in the 
application of usury. 

The operation of credit unions demon- 
strates the need, that the credit needs of our society 
can well be met while, at the same time, protecting 
the consumer from ruthless exploitation. 

We are pleased to note that the Deputy 
superintendent of Insurance has felt it appropriate 
in the light of his extensive experience to urge that th 


government, by more active promotion and permissive 
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legislation, encourage the expansion of credit unions. 
That the Credit Unions are well able to satisfy the 
consumer public's needs can be seen by a perusal 
of Appendix "A" of the Ontario Credit Union League 
submission to the committee. 
The very existence and expansion of 
consumer credit in recent years reflects deep-seated 
economic and social changes in our times. Credit is 
being continuously substituted for cash. In such a 
situation, it is incumbent upon the government to 
adopt laws to fit these new situations. The matter 
before your committee, we believe, is one of great 
public concern and one, in our opinion, needing artes 
tive protection by the legislators on behalf of the 
public, 
We do not presume to offer detailed 
answers to the problems that confront the government. 
However, we would suggest that legislation be worked 
out that will adequately protect the public by 
ensuring that:- (and we synopsize our brief in eight 
clauses). | 
1. That all credit sales show the effective annual 
rate of interest charged. 

2. That the total dollar amounts of interest, service 
charges, etc. be clearly and separately specified. 

3. That it be illegal to make any type of mortgage 
bonus or balloon payment. 

4, That maximum rates of interest are set commensurate 
with a fair return on the investment. 


5. That a vendor not be allowed immediate consignment 
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of promissory notes to a finance company. 

6. That an effective Unconscionable Transaction Relief 
hot be effected either at provincial or federal level 
whoever has the jurisdiction, We are not going to 
argue that. 

7. Urge the establishment of a minimum figure under 
Which no garnishee of wages should be permitted, 

And we say that very strongly, sir. If a man is 
making very little wages and he is trying to keep 
his head above water, to garnishee him is one sure 
way of making sure he gets fired and ending the 
whole thing and you are worse off than you ever 
were before and it seems to us it is not hard to 
find out what a man is making and if he is making 
so very little, you shouldn't be selling him 
aluminum storms and screens and other things that 
he really doesn't need, 

8. That the governments give consideration to the control 
of advertising by finance companies, etc., similar 
to that imposed on liquor, 

Now there can be no question that the 
application of such legislation would be in the public 
interest and would answer a cry for relief that has 
too long gone unheeded, 

Now, Mr. Chairman, trying to second guess 
you, you perhaps were going to ask us how we would 
calculate the cost of consumer credit and on the last 
page we have shown you how we think it could be done 
quite simply. I don't think every buyer of consumer 


credit has to be able to go through these steps, but we 
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believe that if a limit is set on the interest rate to 
be charged, this would be the method of calculation. 
And anyone who is asked to police it would use this 
method of calculation, and people who were lending 
money would use a method similar to this or, if you 
feel there is something better than this -- but, that 
there be one method of calculating the interest and it 
be used both by the credit lending companies and by 
those who are set up to police such companies, 

Mr. Chairman, again thank you for 
your very kind attention. Again, I point out that we 
could have cited many more cases from our extensive 
files, but you have had experts in almost every field 
of this endeavour before you and we felt there wasn't 
very much more that we could usefully add. Thank you 
again. 

THE CHAIRMAN: Would you care to answer 
any questions? 

| MR, ARCHER: Well, I will, or the 

Research Director, who is more -= 

THE CHAIRMAN: Some of the members may 
wish to ask questions. Mr, Sedgwick? 

MR, SEDGWICK: May preface this, Mr. 
Chairman, and say to Mr. Archer that they are not asked 
in a critical sense because, for myself, I agree with 
almost every word in your brief. But if you will be 
good enough to turn to page 7. You quote Mr, Silk and 
then say , "especially such practice as the immediate 
consignment of the promissory notes of the vendor of 


the product ....". It occurred to me, and I have said 
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this before and it has been said by others here, that 

the objections might be met if the buyer of the paper 

was subject to the equities that exist between the seller 
of the product and the purchaser. That is, if there 

has been fraud or overreaching or non-delivery. 

MR, ARCHER: Yes. 

MR, SEDGWICK: Then the paper would be 
tainted with those equities and it would be possible 
for the borrower or the signer of the note to set up 
those equities against the buyer so that in buying 
paper of that kind the finance companies would be made 
aware that they would be subject to the honesty of the 
dealer from whom they purchase it. Do you think that 
would -- 

MR, ARCHER: I think that's one way it 
might work. Your Committee, obviously, are going to 
discuss pros and cons. At first blush it seems rather 
sensible to me. I've also thought that rather than 
simply signing a note, if the finance company had to 
give the follow the $100 in his hand or something and 
he knows he's got it and what he does with it is his 
own business. He has actually borrowed money. But your 
way might be even better. I don't know. 

MR, SEDGWICK: Often the man who signs 
the note never sees the finance company at all, is 
that true? 

MR. ARCHER: That's right. 

MR. SEDGWICK: It's taken by the vendor 
of the article, who then discounts it with the finance 


company and there is no direct contact between the 
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finance company and the buyer. I think if the finance 
company was subject to the equity between the seller 
and the buyer they would be a lot more careful. 

MR. ARCHER: Well, this one that we 
are citing was one of our staff men. It wasn't a lack 
of money. He wanted the storms and screens. There was 
no problem involved other than he was a little angry 
at paying $1,000 and not getting these windows and doors 
up. i think it's as simple as that. 

MR. SEDGWICK: I should say he would 
be. And then in the same connection, and this applies 
to your fifth point in your recommendations where you 
say, “That a vendor not be allowed immediate consignment 
of promissory notes to a finance company", have you 
considered that there be a three day clause during 
which the buyer has a chance to look at what he has 
bought and what he has signed and during that period 
has an opportunity to repudiate. You may remember that 
there is a provision of that kind in the Securities Act. 

MR, ARCHER: Yes. 

MR, SEDGWICK: What would you think of 
that? 

| MR. ARCHER: Again it sounds very 
reasonable, if possible. 

MR, SEDGWICK: Then, turning, if I may 
now, to page where you make specific recommendations. 

We have been inundated, and I think that is an appropriat 
word to use, with objections to stating effective annual 
interest rates and it may well be (next few words 


inaudible) -- but we have heard from three of the banks 
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in the last two or three days, and I am looking at the 
note that was procured by the Bank of Nova Scotia, 

and the note itself says the amount loaned ($400.00) 

and cost of loan (4.80), amount of note (#:34.80) = that 
the borrower elwutues Sra he gets, how Ce he pays 

for getting it and over what period of time and what 
monthly payments. Do you think that that would be 
sufficient, so that even though the percentage were not 
stated -- 

MR, HAMILTON: Well, sir, the formula 
that we have put out there does not pretend to be the 
last word. 

MR. SEDGWICK: I may it has been said 
to us that that formula which has been put before us 
is dubiously accurate and difficult of application and 
times. 

MR. HAMILTON: Well, our purpose in 
this respect was to demonstrate the fact that it can, 

a formula can be put out in relatively simple language 
that most people -- I won't say all people, but most 
people -- will understand. I note you are doing your 
arithmetic there. You will probably argue that actually 
the true rate is 9%, which it is, but -- 

MR. SEDGWICK: That's what I say, it 
isn't accurate. 

MR, HAMILTON: No. We have used an 
existing formula, but as I say, the way it is laid out 
it merely is a suggestion of what the Federation would 
like to see. 


MR. SEDGWICK: Well maybe some standard 
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formula is possible. The form used by the banks would 
meet your second suggestion. 

MR, HAMILTON: Yes. 

MR, SEDGWICK: And as to your third 
suggestion, that the bonus or balloon payment be made 
illegal, it has been said to us that some borrowers of 
second mortgage money prefer that the bonus be 
incorporated in the amount because they will then have 
a mortgage with a base interest of, shall we say, 7% 
rather than have a mortgage that bears a base interest 
of 12 or 14 because he thinks it will make it hard to 
sell the house. I think it is a fact that many of the 
bonuses on loans to the borrower are agreed to because 
it appears to be in the interest of the buyer of the 
house, however -- 

MR, HAMILTON: Those are the key 
words, it probably would be false. 

MR. SEDGWICK: As to your fourth 
suggestion, you are, of course, aware that interest is 
a federal matter and it's highly doubtful as to whether 
the legislature has any power to (rest inaudible). 

The fifth I already commented on. I 
agree with you. I think if there were a breathing space 
it would be a very good thing. 

As to the sixth, the litigation as to 
the validity of the Ontario Act is still before the 
Supreme Court and it has been indicated that if the 
Provincial legislation should be found to be invalid, 
it will enact similar legislation. It may be better 


if it were Dominion wide. I don't suppose it would be 
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(Last page of brief, not read, but typed in for the 
record): 
| CALCULATING THE Cos? 
As was noted earlier in our submission, the retailers 
associations are on record as having stated that dis- 
closure of interest rates are unworkable. We think the 
following quite “workable ": 
Cash Price: $60.00 
Deposit: $12.00 (20% of cash price) 
Payments: Ten mouth ly payments, $5.00 each, 
FIRST STEP: Calculation of the total installment price. 
Deposit + (Number of installments X Amount of each 
f installment ) 
= $12.00 + (10x$5.00) = $62.00 ’ 
SECOND STEP: The Cost of doriunetncis 
Total Time Payment Price minus cash price. 
= $62.00 - $60.00 = $2.00 
THIRD STEP: The amount borrowed. 
LanCach price minus deposit 
= $60.00 - $12.00 = $48.00 
FOUR STEP: The cost of borrowing as an annual percent- 
age of the amount borrowed, i.e. the time 
payment charge. 
Cost of borrowing x payments per year x 100 
divided by 


Amount borrowed x total number of payments 


=2x12x 100 = 54. 
x 10 
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possible to give an arbitrary figure which would be 
the minimum, on your point number seven. 

MR. ARCHER: You mean for us to do 
so? 

| MR, SEDGWICK: No. Would it not be 
low, regionally? 

MR, ARCHER: It would be low, I suppose, 
but at the same time we are having a great -- many 
managements now are -- I could almost say the majority 
will simply refuse garnishees and will tell the finance 
companies, "If you insist on a garnishee then we will 
fire this fellow and you will get nothing". We are 
having a great deal of trouble with garnishees, both, 

I suppose, from a finance company point of view, 

if they push it and the fellow does get fired, then 

it isn't any use to the finance company. They don't 
get anything out of it. If you are going to hound 

him he will never get a job and on the other hand, of 
course, it doesn't do the chap any good who gets fired. 
It seems to me the way to cure it is at the very start 
and to make sure that a fellow who is living on a 
minimum income sometimes just gets so darn fed up he 
wants to buy something that somebody else has or go 
out and get drunk, or something. I don't blame him 

if he's struggling along. He's got to do something to 
change the pace of his life. I think he needs protection 
at that point. 

MR. SEDGWICK: Mr. Archer, the comment 
I was going to make is, and it's in line with what you 


said, that if you abolish the garnishee process or if 
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fix a minimum (next few words inaudible) it would mean 
that we just would not get consumer onailit: That might 
be a good thing. 

MR, ARCHER: I think he would get 
consumer credit to the limit that he was able to pay for 
it. After all I suppose we have had pensions, govern- 
ment pensions, and so on for years, that you couldn't 
garnishee and they have never been denied consumer 
credit. In fact they've been -- 

MR. SEDGWICK: (Inaudible) 

MR. ARCHER: Well, yes maybe they get 
too much. I don't know. 

MR, SEDGWICK: (First part of 
statement inaudible). Mr Simone told the Committee that 
his Department, the Department of Insurance doesn't 
damp the advertising in advance, but they have a check _. 
on advertising and when there is some idea of it being 
unethical or misleading they have used their influence 
and sometimes their power to see that it is withdrawn 
or amended so that some steps have been taken in that 
direction. 

MR. ARCHER: Of course, I would 
think that a company called Beneficial would almost 
come under this -- (Laughter) 

MR. SEDGWICK: Something is being 
done and it may be better done departmentally than 
legislatively. It's extremely difficult to legislate -- 

MR. ARCHER: We are not too worried 
how it is done. 


MR, CRAIGS: Might I add a point, 
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sir? Your observation about establishing a mandatory 
minimum rate under which a man might not be garnisheed. 
If there is any question about whether it is possible 
to make it mandatory, what about the person's minimum 
wage? 

| MR. SEDGWICK: Well, there is a 
difference, of course. But it was in my mind that so 
far as it's practical the Judges of our Courts refuse 
to permit the garnishees,. 

MR. ARCHER: I think the Judges have 
done very well on this. They have been our backstop 
in this situation, 

MR, SEDGWICK: Of course we have 
a number of Judges whose opinions differ. 

MR. ARCHER: That's right. 

MR. SEDGWICK: But it may be just 
as hard to fix a minimum that would be sound all over 
the Province bearing in mind the differences in wage 
levels, different trades and so on. 

MR. ARCHER: Well, those are our 
opinions, sir, and I am sure the Committee will be 
discussing them and considering them along with many 
others. 

THE CHAIRMAN: Mr. Irwin, do you 
have any questions? 

MR. IRWIN: Nothing too serious 
although -- I don't want to appear controversial, but 
the Committee is having presented to it two fairly 
strong different points of view in regard to disclosure 


of the true interest rate or cost of money. One is in 
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your #2 on page 11, that the total dollar amount should 
be shown and the other is #1 where the whole calculation 
of the cost of money should be expressed as an effective 
annual rate of interest. Do you have any preference? 

Do you think that both such revelations should be 

made? 

MR, ARCHER: It doesn't seem too 
difficult to me to show both. I must admit I'm not. : 
an economist or an accountant, but it doesn't seem. 
too difficult to me. If I borrow money and I know 
how much it is going to cost me for me to figure out 
what I think is the correct interest rate, maybe some 
accountant like yourself would tell me I am wrong, but 
L simply divided what I am paying over and above what 
I borrow and this comes out my interest rate for my 
purposes. Maybe not technically correct, but it serves 
my purpose. If we settle on a method of calculating it 
then we have all got the same method and at least we 
know what it is, rather than everybody using different 
methods. This is what we did for years with the 
unemployment figures. You used, when you wanted to 
make them lower, you used the Dominion Bureau of Labour 
statistics. When you wanted to make them higher you 
used the Unemployment Insurance Commission. It seems 
to me we could use the one method of calculation. 

MR. IRWIN: In other words, if 
everyone were required to use the same means of calcu- 
lation and expression that even though that means were 
subject to criticism in relation to another means, as 


long as everyone were using the same means at least 
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comparison would be valid. 
' MR. ARCHER: That's my point, sure. 
MR, IRWIN: Thank you and I would 
like to ask one other question in this same area. 
Some submissions make the point very strongly that the 
only thing that the consumer is interested in is the. 
dollar cost to him. This is the only thing he under-. 
stands. Some of these submissions claim that their. 
experience indicates that the expression of the cost 
of borrowing in terms of a percentage may be confusing. 
What would be your experience with your 500,000 con-. 
sumers., Do you think that they would better be able 
to compare the relative cost of borrowing from A as 
opposed to B, if it were expressed as a rate of 
interest or equivalent to a rate of interest as 
opposed to merely confining that to a comparison of 
dollar cost? ‘ 
MR. ARCHER: As I said, I don't 
see any reason why they couldn't have both. It doesn't 
seem too difficult. And so long as the method of 
calculation is the same, then they can shop around and 
if they can get a better deal at the Bank than they 
can at the Finance Company or their Credit Union, -- but 
as it is now they just don't know what's happening to 
them and it seems to me if they were all using the same 
method of calculation, I wouldn't be nearly as worried 
as to whether that method was completely accurate or 
whether it satisfied the niceties of a C.A., but so long 
as the people who were borrowing -- I'm talking just 


about this one aspect -- were able to shop around 
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through the various agencies and get the best deal 
they could for the money they wanted to borrow. I 
don't think I'd worry too much about complete legal 
accuracy on the thing so long as you are all doing 
the same thing. 

MR, IRWIN: Yes, I tend to agree, 
Mr. Archer, but having accepted that it should be a 
common method of expression, there still is this other 
question of whether this common expression should 
result in a statement of percent or merely a statement 
of dollars. 

MR, ARCHER: Why can't it be both? 

MR. IRWIN: Thank you, Mr. lets 

THE CHAIRMAN: Mr. Bukator? 

MR. BUKATOR: I can't pres too 
much with this brief, Mr. Chairman. I haven't 
subtracted from my thoughts or added to my thoughts 
Since the brief has been read. I feel, as I have for 
quite some time, that your item #1 on page 11, "All 
credit sales show the effective annual rate of interest 
charged" -- I think that should be in. And #2, I like 
that canes much too, that a person should know exactly 
what it is going to cost him for that money that he 
borrows and I think that should be added by interest 
also, the rate showing that possibly in the first year 
it may be a lot higher than the second because there 
is charges to be carried through into the second and 
third year. If it's something like an automobile or 
refrigerator. My concern is that people know what they 


are going to pay before they sign the contract and 
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generally speaking this is a well thought out brief 

and I can't go along wholeheartedly with it, simply 
because of my way of thinking, -- I'll let Mr. MacDonald 
pick up the other three or four points that I don't 
agree with. 

MR, MacDONALD: Perhaps you will 
have to tell Mr. MacDonald which ones you don't agree 
with. (Laughter) I never pretended to be a mind 
reader. 

Mr. Chairman, I wanted to clarify 
the legal position with regard to this business of 
discounting promissory notes to a finance company. 

Mr. Archer, you say there were some instances where 
Salesmen swept through the Town and the local Bar 
Association had, without charging legal fees, agreed 

to fight it. I assume that all of those were lost then? 

MR. ARCHER: I don't know. Mr. | 
Sedgwick could tell you more about that than I can. 

MR. SEDGWICK: They were able to 
show that the finance company did know or should have 
known about the fraud and I think some of the finance 
companies failed in Hamilton in their actions against 
(rest inaudible) 

MR. MacDONALD: Well may I come 
back to the basic case that you cite here -- it's 
almost a test case, namely that the Court upheld the 
sanctity of the contract. 

MR. SEDGWICK: Well, I assume in 
that case the finance company was able to show that 


it knew nothing about the default on the part of the 
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vendor and it purchased the paper in good faith and was 
entitled to be paid. But if it had taken the paper 
subject to all the equities that existed between the 
vendor of the article and the purchasor, then it would 
be fixed with a notice of this fraud and be -- 

MR. MacDONALD: Well, did he? 

MR. ARCHER: No, no, this vis an 
individual case that we cited, in fact a former member 
of this legislature and there was no -- I suppose again 
as Mr. Sedgwick has pointed out, a great deal will 
depend on the Judge's feelings and where they swept 
through the Town I suppose he had a feeling of fraud. 
This was an individual case and I don't know, I suppose 
the Judge felt there was no attempt on the part of the 
fikence company to be sort of in cahoots with the 
overall operation. 

MR, MacDONALD: I still don't get 
this. In effect you were saying to Mr. Sedgwick that 
if the Judge can have evidence provided to him that 
eugdeste that the finance company should know or did 
know, then the contract isn't upheld? 

MR. SEDGWICK: Tene There I think 
he is able to say the finance company takes notice 
and therefore takes subject to the equities. But if 
the finance company knew nothing about the matter but 
merely bought the paper on the strength of the customer’ 
Signature, and was not a party to or knowledgeable of 
the fraud, then I think that this is a piece of 
negotiable paper -- 


MR. ARCHER: That's right. 
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MR, SEDGWICK: Somebody has to 
lose. It's a question of whether the finance company 
or the maker of the note does,and does the finance 
company have no knowledge or any opportunity to get 
knowledge as the maker of the note presumably did, 
then of the two innocent parties he's the one that 
gets stuck. 

MR. MacDONALD: Well, the point of 
your original comment on this, after the brief was 
completed then, was that if the law were changed 
to make it obligatory that they borth should know and 
furthermore that the contract would not be a contract 
unless it were fulfilled? | 

MR. SEDGWICK: Well, when you say 
subject to the equities it would merely mean this, that 
if the vendor of the article is guilty of fraud or 
failure to fulfill his contract, then that would be a 
good defence against him if he still held the note and 
it would then be a legal defence against whoever did 
hold the note. 

MR, MacDONALD: If the law were 
amended to bring this point you have just said, then 
it would remove the grey area automatically? 

MR. SEDGWICK: That is right. Then 
the purchaser of the paper would be in the same position 
as the original vendor of the article. But that is not 
the law now. 

MR. MacDONALD: As a matter of fact, 
now that this has come up, I have one or two rdally 


beauts in my files up north. 
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MR, ARCHER: I'm sure everybody 
has. 

MR. MacDONALD: I'11 try to drag 
them out because I think, Mr. Chairman, this is an area 
we might look into. I think in thet connection you 
het into another form of it. I wprt te ask a question 
or so on this. This instalment contract by a chain of 
gymnasiums discounting of it and then the person is 
incapable of it and there is no rebate at all. It 
seems to me if this is a kind of practice this may be 
the kind of organization that we should have brought 
before the Committee. Can you tell us who it is? 

MR. ARCHER: Yes, sir, it's en big 
Tunney chain of gymnasiums. 

MR. MacDONALD: And this is the 
common practice, that they immediately discount the 
contract? 

| MR. CRAIG: Well surely, Mr. 
MacDonald, it's a common practice with all of these 
groups you read of every day in the paper. About an 
old man 97 having $2,000 worth of dancing lessons at 
some dancing school and he's signed up for them and 
it doesn't matter if his arthritis lays him low, he 
still has to pay for the dancing lessons that he's 
contracted to get. It's not unusual. 

MR, MacDONALD: Well, it's inter- 
esting. We've heard, for example, from finance 
companies and banks and so on and when they don't 
fulfill their contract or there is an earlier payment 


or something like that, there are rebates. Now here 
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you have a practice in which there are no rebates. 

MR, ARCHER: They are willing to 
fulfill their contract -- 

MR. SEDGWICK: But the poor fellow - 

MR. ARCHER: The poor fellow can't 
take it. 

MR. SEDGWICK: I ran into an old 
high school teacher, now retired,and she was contracting 
-- she had been buying almost a lifetime dance contract 
-- not for a few hundred dollars but for a few 
thougand dollars. 

MR. ARCHER: That's right, about 
that, I think so, yes. 

MR. BELANGER: I know of a 
gasoline station operator, he lost his gas station 
because of a contract. 

MR. MacDONALD: I think this may 
be an area, Mr. Chairman that we might take a look at 
because it certainly is one in which you constantly 
hear cases of. 

MR. ARCHER: You could send Mr. 
MacDonald out as an operative. (Laughter) 

MR, MacDONALD: I think that's 
all I have. 

MR. CRAIGS: The interesting thing 
about this is that the people to whom they discount 
their notes is exactly the same address as the 
gymnasium, 


MR. BELANGER: This #5 of yours 


exists -- that a vendor not be allowed immediate con- 
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signment of promissory notes to a finance company 
(rest of statement inaudible) 

MR, ARCHER: Well, I think Mr. 
Sedgwick has suggested there might be alternatives to 
get over it. We feel it's wrong for somebody to go 
down to Eastern Avenue and try and sell aluminum storms 
and screens -- this is unfortunate because it just 
happens to be the one we are using, I'm sure there 
are plenty of reputable companies in this field -- but 
you know a house that is falling down really should 
be condemned. Three or four hundred dollars worth of 
these things just by simply having the housewife sign 
her name. I know of another one. Very simply, the 
girl just had a baby, they were just married, they 
had no money and somebody comes around with the same 
kind of a deal and sells her a highchair that folds 
down and becomes a playpen -- I don't know, it makes 
into a thousand different things and -- 

MR. BELANGER: I can cite a lot 
of cases. I've taken it up with the Attorney General's 
Department and lawyers who say they just don't want 
to have anything to do with it. I don't know how you 
are going to get around it. 

MR, ARCHER: I was very interested 
in this suggestion of three days relief in which they 
could consult either their Counsel or more mature 
person, their father or mother or something. 

MR. SEDGWICK: Get the sales pitch 
out of their heads. 


MR, ARCHER: Yes, get the sales 
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pitch out of their heads. It seems like a -- 

MR. SEDGWICK: This was my 
suggestion and it's a suggestion that has been put 
forward by the British ( pe 

MR, ARCHER: They are getting 
worried about the higher purchase situation over there. 

MR, BELANGER: Then your last 
point, #8 here, I asked this question today. When 
they get out an ad -- some of the financing they are 
going to do -- I always thought that this had to be 
approved by the Insurance Department of the Province, 
that was the impression I was under, but apparently 
not. 

MR. MacDONALD: When they advertise 
in some of these ads like the one you mentioned this 
morning -- 

MR. SEDGWICK: That's not a 
Significant -- 

MR, MacDONALD: Well, I was under 
the impression that it had to be submitted to -- 

MR, SEDGWICK: No, I don't think 
the Department has any control over the banks. 

MR. MacDONALD: It's purely per- 
suasive, isn't it? As to the advertising? 

| MR. SEDGWICK: Yes, even as to those 
well known institutions which are under rigid controls, 
I don't think there is any persuasion of the bahks -- 

MR. BELANGER: I agree there isn't, 

but there should be. 


MR. SEDGWICK: Maybe there should be 
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but there isn't. (Laughter) 

THE CHAIRMAN: Is that al? Mr. 
Sandercock? 

MR. SANDERCOCK: What I am inter- 
ested in -- and it has been pretty well thrashed out 
-- the man that's borrowing money should know exactly 
what is going on. What I don't understand, there 
are a lot of people probably that are borrowing money 
that are not too interested in what's going on and I 
know that I have sold houses to young couples and 
they don't even ask about the taxes and that's how 
probably some of these people get into difficulty. 

I did hear about -- this is 
salesmanship -- a woman who had to buy a suit of 
clothes for her husband who had just died, to be 
buried in and this lad sold her two pair of pants for 
him. (Laughter) 

| MR. ARCHER: I can't better that. 
(More laughter). 
| THE CHAIRMAN: Mr. Reilly? 

MR, REILLY: Yes, Mr. Chairman. 
The members of this Committee, Mr. Archer, are 
interested in any cases that you might know of where 
you feel that there have been unnecessary charges or 
excessive charges. I notice on the bottom of page 4 
you refer to your pound of flesh and on the top of 
page 5 where you say the pursuit of the pound of 
flesh is still actively carried out today by many in 
our society. I wondered if you know of any cases 


that should come before this Committee? 
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MR, ARCHER: Well, I'm sure if 
you were looking for cases our Welfare Department 
can probably give you thousands of them that we have 
grievances that we have handled, garnishees that we 
have tried to look after, and so on. But they are 
mainly the sort of things you have around here today. 
I think there is a great deal to what Mr. Sedgwick 
says that a person gets into such bad circumstances -- 
whether it's his own fault or not, I'm not worrying 
about the merit of it -- but if somebody is foolish 
enough to lend him money,he just doesn't care and 
perhaps he hasn't too much intention of paying it back 
anyway. But if there are people in our society, and 
we have them in our plants we are trying to clean out 
all the time, the moneylenders. If there are people 
in our society who are going to have this kind of 
risk capital,they are willing to take a fellow like 
this and lend him money in order to make an exhorbitant 
profit off it, then I don't think we should rely on 
the law and the Courts and so on. They took their 
chance and they lost the same as anybody else who is 
investing risk capital. This is what bothers me. They 
take some of these fellows -- it's true, just exactly 
as Mr. Sandercock suggests -- they are looking for 
somebody to lend them money and they lend it at 
exhorbitant rates of interest. My kick comes: when 
they start wanting to use all of the machinery of 
government, Courts and society to get back the -- so 
that really the risk is removed, the very risk that 


made the necessity for what we consider the exhorbitant 
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rate of interest in ‘ue first place. 

MR, REILLY: Well actually we 
have had only two representatives before this Committee 
that we felt were exhorbitant rates of interest 
charged and I wondered if you knew of any other specific 
cases? 

MR, ARCHER: Well, of course I 
don't think they are going to come willingly in front 
of your Committee. Not so much the finance companies 
right now, we are talking about door to door selling . 

. and then the finance companies come in afterwards. 
This has been owe a 

MR, REILLY: On a Committee like 
this you heard of some of the most flagrant cases 
and it has a tendency to smear good, pear etic’ 
institutions. 

MR, ARCHER: I agree. 

MR, REILLY: On page 11 of your 
brief, where you have made certain suggestions, #4 
you say "Maximum rates of interest are set commensurate 
with a fair return on the investment". Now you have 
referred a few times to what you felt was an exhorbitant 
rate, what would you consider to be a fair return on 
the peY CARRE and how would you evaluate the risk 
involved? 

| MR. ARCHER: Well, it seems to me 
that the Credit Unions are doing a fair job and their's 
is 1% per month which they have been lending to our 
people in the past. They have been a God-send to our 


people. 


Bove ho ites SRR ey 
. mn aes herman inane a ‘poniaates eae vst ates 
P< pidinagions oncecs® ont? cicmm on FOR) onde LRtOD GOED 
Bi penton tobi? ape Salsa gatalet dae ow: <8 tdigts 
adaewrnd La of some iat stele eoment ole, nest bas 

. we theo weed and aitt 


i: aaa ted tuanod 40 yaaran a og! a ae 


AS | " 
OR a ‘sanedt Sqm eae te emen to bused coq ane Ten NG 

ke atdiyvget ,beoR Mae oF Yorshaes ean DE Bee er ’ 
ny f | sich | i eootindiveat Pel 
) 4 | 


i | oan D> CRRA, » So 


| i 
4 La Moy Fo Lf sgeq 16 Raa | a | jas | 
ht *% .suclveegaee aiatios eho eved woq-eredw (telad ~ Pei | 
H . | 
a HMewweneuos tos ota Capredgat Io segen ete Yee Woy {9s | 
I aved soy Ko" ,” teemiaoval of3 me wisdet thst s salw | 

: a Mdvowre as anw ofe2 ey sadn ov. aeai? voi s Sexe let 


HO mwiex t*st s of Ot webtenao voy biter terlw .edet 
iy i Natt «a3 cinoiava sed Bicor ssid hein vantage vas 9n7 
as ade bata) ie thevioval 
Om oF emese Gi Liew 2aSOHA. aR ) ae 
“iL atateds ino dot cts? s gated em wnoki® agber®, end tadd 
| me of gothael mend: eve yodd sokihn wtnom meq) RL at 
THe .0d bees-bo? s. need wvad vot, ,desq sat nh elqeeg 
IE ae iia en le ia ie 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO L 1799 


MR, REILLY: Do you think that 
anything in excess of this would be exhorbitant? 

MR. ARCHER: That's a very 
difficult question to answer -- | 

MR, REILLY: Depending on the 
risk -- 

MR, ARCHER: If there is a risk 
involved you might well -- but if you take the risk 
then I want you to take the risk, that's it. This is 
where I get lost. You take the risk and then you 
want to use all the machinery to remove the risk 
that you have taken, 

MR, REILLY: Do you think a 
person should be rewarded for taking the risk? 

MR. ARCHER: Well, let me put it 
this way. I'm a reputable company and somebody comes 
to me wanting money and I won't lend him the money 
because I know that he's a bad risk and that he 
Shouldn't have it for whatever reasons, and then 
somebody else comes along that is disreputable and 
lends him the money at a much higher rate of interest, 
but he wants the same protection as you do for this 
loan. How do you resolve this? I don't know frankly. 
It's a very difficult one for this Committee, I imagine. 

MR. REILLY: You consider the 
rate charged by the Credit Unions of 1% per month to. 
be a fair one? 

| | MR. ARCHER: A fair rate and I'm 
afraid I'm stuck with that although I recognize there 


are people that I would certainly, if I had any money 
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to lend and was going to lend it to them, I would need 
more than that as a guarantee of ever getting it back. 
But I would be lending it on the assumption that I 
probably wasn't going to get it en to begin with. 

MR. REILLY: Don't look at me, 

MR. ARCHER: I'm not looking at 
you -- (laughter). I don't know how you do it, sir! 

THE CHAIRMAN: Are there no further 
questions? 

| MR, BUKATOR: Mr. Chairman, I'd 
like to pursue this a little bit further -- this 
dancing bit (laughter). While it seems like a dim 
sort of a thing to some of us -- I don't dance too 
much either, I'd sooner fish, I'm the lazy type -- 
but if elderly people are being taken in for thousands, 
and apparently they are, there are possibilities of 
some of the officials of this particular group should 
not be brought before this Committee and tell us how 
they come about these contracts? I think this is 
quite worth pursuing if we are going to protect the 
public against being taken. You mentioned some 
particular -- 

MR, ARCHER: I think Mr. Sedgwick 
is the one that gave us the example. 

MR. SEDGWICK: This isn't consumer 
credit, you know, they meet and pay over a long period 
of time, but I don't think any finance company would 
discount it -- 

MR. BUKATOR: I might have said in 


the first instance, Mr. Chairman, does this come under 
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our terms of vetersneecand can we explore this? We 

are talking about people being taken by pokicaven: this 
is a lot worse when an elderly person who can't speak 
for themselves -- but somebody is taking someone, 

MR. REILLY: I suppose we can go 
into several fields like this, Mr. Bukator, where you 
try to protect the people from themselves. 

MR. BUKATOR: Well, if that's your 
attitude. I think this -- 

MR. MacDONALD: You can say protect 
the people from themselves ne protect the public from 
the high pressure sales artist. 

MR, BUKATOR: I like that attitude 
better. 

MR. MacDONALD: Whose activity is 
perhaps a questionable public activity. Just the 
difference in approach. Whether he has a right to make 
his living this way and whether we should restrict 
his right to earn his living any way that he wants to. 

MR. BUKATOR: I accept your state- 
ment of philosophy. Maybe we can't get into this 
particular angle, but I hope someone picks it up. It's 
an injustice put on some people. I never heard of 
it before, but it's as simple as that. 

MR, ARCHER: Sometimes I think they 
pay in advance, 

THE CHAIRMAN: If there are no 
other questions, gentlemen -- thank you very much, Mr. 
Archer, for presenting your brief. It was very 


interesting and I am sure there are things in it which 
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1| we will find of value when we consider our dingy 
2 We will take five minutes to 
3] stretch. 
4 —--SHORT RECESS 
5 THE CHAIRMAN: We are now going to 
6| hear from Mr. R. T. Homewood, who is the General Manager 
7| of the Automobile Dealers Association of Ontario and 
8| the Toronto Automobile Dealers Association. Now, would 
9| you care to introduce to us the gentlemen who are 
10| accompanying you and tell who they represent? 
11 MR, HOMEWOOD: Yes, sir. yy my 
12| right is Mr. Jack Smithhurst, Standard Canada 
13/ Limited. Mr. Bill Rowe, of Park Manor Motors and 
14/ Mr, Bert Sykes of Golden Royal Motors in Scarboro, 
15 Mr. Sykes is Vice-President of our 
16| Toronto Association, Mr. Rowe is Director of our Toronto 
17 Association and Mr. Sithhurst is the Treasurer of our 
18/Toronto Agsociation, Mr. Bob Lethingham, our Secretary, 
19!was due to come, but something came up and we substituted 
20/Mr. Rowe, Mr, Chairman, with your permission. 
21 THE CHAIRMAN: Fine. Well now, we 
22/all have a copy of your brief. Would you care to sit down 
and read it, or you can stand and read it. Whichever you 
prefer, 
MR, HOMEWOOD: To use Mr. Sedgwick's 
terminology, I think I'll inundate you for a little while. 
‘This submission is made on behalf of 
he Automobile Dealer Associations of Ontario and the 


oronto Automobile Dealers Association. The membership of 


both Associations includes only franchised new Automobile 
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dealers but also encompasses the used car department of . 
each member which is an adjunct to each dealership. | 

‘The Toronto Automobile Dealers Associ- 
ation represents one hundred and vetoes four franchised 
mew automobile dealers in the Counties of Peel, York, 
Ontario including the Metropolitan Toronto area. 

| "The Automobile Dealer Associations of 
Ontario cAhanonie four hundred and twelve franchised 
new automobile dealers in the Province of Ontario 
excluding the Counties of Peel, York and Ontario. 

"Both Associations are incorporated 
under Ontario charter as non-profit corporations (trade 
associations) without share capital. Both Associations 
are served by the same General Manager and, except where 
a problem is sectional in character (Metropolitan 


Toronto by-laws, as an example) are represented jointly 


44j| on all briefs and submissions on behalf of their industry 


Terms pciuaretbaas of the Select Committee on Consumer 
Credit. bese Fm 

"The terms of reference of the Select 
Committee on Consumer Credit vbaeese it is stated the 
'the Committee's attention is particularly directed to 
investigation of means by which total charges for borrow- 
ing money may be revealed in regard to ...conditional 
sales contracts' would fall within the sales area of the 
Automobile Dealer who is a member of either of the above 
listed associations. 


"The Associations presenting this 


submission wholeheartedly approve and endorse any investi- 
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gation designed to protect the consumer of tangible 
goods and services from misleading or deceptive charges 
applied to time-payment sales contracts. Our Associations 
appreciate that no Government can protect some individuals 
from their own folly but we wholeheartedly Support any 
move to protect our citizenry from deceit and misrepre- 
sentation. While representations of our Associations 
to Departments of our Provincial Government (in particu- 
lar the Department of Transport have been on behalf of 
automobile dealers, they have always had the best inter- 
ests of the general public at heart. The Toronto Auto- 
mobile Dealer Association is responsible for the writing 
of a standard of automobile advertising which has been 
generally accepted by dealers and newspaper publishers. 
‘The purpose of the code, of course, was to protect the 
consumer from the unscrupulous merchant. 

"Our reason for presenting this brief 
is our concern regarding the method or, better still, 
the terminology to be used to state the actual cost of 
credit to the consumer which will appear on the con- 
ditional sales contract form. We are most anxious that 
it be in such form that it can be quickly and easily 
calculated by our sales people. 

"Our Associations are enthusiastically 
in favour of full disclosure of finance charges. Further, 


if an interest percentage formula could be devised which 


would be simple and which our sales people could quickly 
calculate (without recourse for error) while completing 


a finance contract in a customer's home, then we would 
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also be wholeheartedly in favour of Showing such a 
percentage on the a race form. 

"Automobile dealers in Ontario, 
including the independent used car Sew las virtually 
Sell all the motor vehicles sold in our Province. 

Private sales are of such a small percentage of the over- 
all market that they may be ignored. None of the latter 
Sales would likely include a conditional sales contract. 
Our members would sell the preponderance of all cars 

and trucks (both new and used) sold in Ontario. Our 
members employ approximately 24,000 people. They pay 
taxes in every hamlet, village, town and city. They 

are always in direct agantact with the buying public. 

"It will be appreciated that ‘selling! 
is not confined to the salesroom. It is done everywhere 
-- on the farm, in the village store, in the shack at 
the construction project -- everywhere. It is done in 
many places where facilities for close figuring of 
mathematical problems is utterly impossible. 

"Because such a heavy volume of our 
business is done beyond the confines of our salesrooms 
and because such sales are, in many cases impromptu, it 
falls upon the dealer's salesman to close the sale on 
the initial contact. Our salesmen frequently go to the 
people. For this reason, our industry is much concerned 
over the newspaper publicity on behalf of the declaration 
of simple intemst figures or the effective annual compound 
interest rate on the conditional sales contract. 

"In his studies on Consumer Credit 


published by the Graduate School of Business, Columbia 
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University, Robert W. Johnson, Professor of Financial 
Administration, Graduate School of Business Administration 
Michigan State University, states: 

"This (percentage igtewent rate) is 
a sensitive area in which to write. The interest-rate 
form of statement appears to be so eminently fair that 
it is almost morally unbecoming to point out its 


deficiencies. Nonetheless, the opportunities for 


deceiving the consumer appear to be substantially greater 


under the interest-rate form of statement than with the 
methods of disclosure currently in use. 

"tProposals that the interest-rate 
form of statement be required on all consumer credit 
transactions generally rest on one or more of three main 
arguments: 

1. <A consumer finance charge is interest and should 
be treated as interest. 

2. Lack of awareness of the cost of credit fosters 
excessive use of credit, which, besides being 
harmful to the consumer, also threatens economic 
stabilization. 

3. Statement of charges as annual rates will enable 
consumers to shop more effectively for credit! 

"Let us turn to Addendum "D", 
attached, where Professor Johnson discusses these in 
detail. 

Addendum "D" 
EXCERPT from Studies in Consumer Credit Number 2 -- 
Methods of Stating Consumer Finance Charges by Robert 


W. Johnson, Professor of Financial Administration, 
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Graduate School of Business Administration, Michigan 
State University as published by the Graduate School of 
Business, Columbia University, Box 317, New York 27, 
N.Y. Single Copy of complete study - $2.00, 

"FINANCE CHARGE VS, INTEREST CHARGE, 

| "tThe enanes made for the use of 
credit assumes different aspects when viewed by the 
Jurist, the economist, and the consumer, The jurist 
charged with the enforcement of usury laws or special 
legislation limiting the finance charge on certain 
consumer credit transactions must adopt an all-inclusive 
definition of "interest", To prevent grantors of credit 
from levying naditional charges in excess of those | 
allowed by statute, the jurist will ordinarily consider 
all fees, commissions, or other benefits received by 
the lender to be "interest". However, legal expediency 
should not blot ar the underlying economic realities, 

"iThe economist, recognizes three 

components in the payment made by the consumer to the 
credit institution. First, eee is pure interest, a 
payment for forbearance, for the lender's being willing 
to wait for the return of his funds. Second, there is 
compensation for the risk and inevitable losses the 

be dart institution must assume. Finally, there is a 
payment to the credit grantor for his costs of handling 
the account. In the case of the installment credit 
these costs arise in granting credit, collecting monthly 
payments, and closing the account. Examination of the 
operating costs of credit institutions reveals that the 


dominant component of this "credit package” is the service 
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element, that only a relatively small portion of the 
finance charge paid by the consumer can be attributed 
to pure interest. 

"tWhen a consumer observes the finance 
charge, he is likely to adopt the terminology used by 
businessmen with respect to large single-payment loans; 
that is, he refers to the charge as "interest". On 
business loans it is entirely acceptable to call the 
finance charge "interest" because the dominant component 
is the charge for forbearance. However the further one 
departs from a large, single-payment, riskless loan, 
the further the charge made on the loan departs from 
what is properly called interest. Because the major 
component of a consumer finance charge is for service 
and risk, it is more properly viewed as a service charge. 

"ITf it is treated as a service 
charge, the consumer finance charge need not be converted 
into an annual rate. Indeed most service charges are 
presented in much the same manner that finance charges 
are now stated to the consumer, Cash discounts on 
trade credit and factors' commissions for handling 
collections on accounts receivable are presented as 
percentages of invoice amounts, much as are the charges 
for revolving credit accounts. Charges for personal 
checking accounts at commercial banks and for delinquen- 
cies on utility bills are stated in dollar amounts, just 
as are the finance charges on the installment sale of 
automobiles. 


_'LACK OF AWARENESS VS. ECONOMIC STABILITY. 


"tRven if consumer finance charges 
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are not interest, some people still argue that they 
should be forced into an interest mold. One reason 
advanced for this proposal is to make consumers "aware" 
of the cost of their credit. Supporters of this argument 
assume that consumers are not sufficiently aware of the 
cost of credit if the charge is stated as a dollar 
amount or as a dollar cost per $100 per annum. They 
believe that true insight is achieved only if the cost 
of credit is presented as an annual rate on the monthly 
unpaid balance. It is alleged that once consumers 
realize what their credit costs in these new terms, 


‘use of credit ina 


they will reduce their "excessive' 
manner that produces greater economic stability. 

"ITt should be apparent that this 
argument rests on a number of unsupported and unprovable 
assumptions. First, there is no sound basis for the 
assertion that there is an excessive amount of consumer 
credit in use. Second, there is no reason to believe 
that consumers would reduce their use of credit over the 
long run when faced with an interest-rate form of state- 
ment. Their demand is fok services and products they 
obtain with the use of credit. It seems doubtful cee 
restatement of the finance charge would significantly 
reduce the need and demand for medical services, auto- 
mobiles, and home appliances. Third, if the interest- 
rate form of statement did lower the use of consumer 
credit, it seems likely that the reduction would be 
relatively uniform over the business cycle. But the 
decrease in the use of credit in a recession would only 


deflate the economy further, an effect hardly to be 
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desired. There does not appear to be sound basis for 
the argument that the statement of finance charges as 
annual rates will cause consumers to reduce their use 
of credit in a manner that will bring about greater 
economic stability. 
"1 ANNUAL RATES AS AN AID TO SHOPPING FOR CREDIT. 
| "The most appealing of the argu- 
ments for use of the interest-rate form of statement is 
that it will enable consumers to shop more effectively 
for credit. This is certainly a worthy objective. 
Implicit in this argument is the assumption that this 
shopping will bring about generally lower costs of 
credit. 

"tBecause there are so many different 
forms of credit and competing credit institutions, it 
is fundamental to the achievement of this goal that 
all grantors of credit be able to state their finance 
charges on a comparable basis, presumably as an annual 
rate. A consumer may purchase a refrigerator on credit 
in many different ways. He may obtain a loan from a 
credit union, consumer finance company, or commercial 
bank and use the cash proceeds to buy a refrigerator. 

"tHe may buy the refrigerator from 
a retailer on installment or from a department store on 
a revolving credit account. If he is to shop for credit 
and compare rates in the manner proposed, each firm 
offering him credit must be able to state its rates of 
charge prior to the conclusion of the contract, and each 
must state its rate on a comparable basis. If only some 


eredit grantors can adopt the interest-rate form of 
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statement, the consumer is no better off. Indeed, he 

is worse off, because he must now contend with an un- 
familiar form of rate statement and pay rates sufficiently 
high to cover added costs that the credit grantors must 
assume to comply with the new regulations. 


"'This then is the fundamental 


question: Can all finance charges be converted into 
annual rates on a properly comparable basis? If they 


cannot, all of the arguments presented for the interest- 
rate form of statement are of no avail. 

"tBefore annual rates of charge can 
be calculated, it is necessary to know, among other 
things, the dollar finance charge and the maturity of 
the credit. These figures must be uniformly available 
on a truly comparable basis for all forms of consumer 
credit. They are not. 

"tProposals for converting all con- 
sumer finance charges into annual rates are unworkable 
for two main reasons: The finance charge can be buried 
in the prices of items sold on credit, and the charge 
cannot be computed at the time credit is granted on a 
wide variety of credit transactions. 

"tA retailer selling an item on 
installment obtains his gross income from two sources: 
the cash price of the article and the finance charge. 
These may be varied at will subject to various state 
laws limiting the maximum amount of the finance charge. 
Encouraged by well-meaning consumer groups and assured 
of an “honest" rate statement by passage of legislation 


requiring the interest-rate form of statement, consumers 
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could readily concentrate their attention on a comparison 
of the financing rates offered. Dealers in automobiles 
and other consumer durables and those engaged in home 
repair and modernization could uel iéaraye the finance 
charge into the cash price of the product or service. 
As a result they could quote deceptively low financing 
rates. The minimum amount of outstanding consumer credit 
that could be treated in this manner amounted at the end 
of 1960 to about $26 billion, (I'm quoting American 
figures), over 46 percent of total consumer credit and 
60 per gene of installment credit. 

"tOn many types of consumer credit 
it is difficult to identify the finance charge accurately 
because of various fees or insurance premiums accompany- 
ing the payment of the finance charge. More important, 
it is practically impossible to determine at the time 
eredit is granted the dollar finance charge or maturity 
of credit on cheque-credit plans offered by commercial 
banks and revolving credit plans offered by retailers. 
Although estimates of the amounts outstanding under such 
plans are not available, the amounts are certainly 
substantial. Moreover, the finance charge is irretriev- 
ably buried in the price of goods and services financed 
with non-installment credit. The minimum amount of 
outstanding consumer credit on which it is impossible 
to calculate the finance charge and/or maturity was over 
$12 billion at the end of 1960. Since this figure does 
sot include cheque-credit or revolving credit, the actual 
amount that is immune from rate-statement legislation 


is considerably higher. 
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"'As a result of these practical 
deficiencies, at the end of 1960 it would have been 
possible to state consumer finance charges as annual 
rates on a maximum of about $17 billion of outstanding 
consumer credit, or only 31 per cent of total consumer 
credit outstanding and 40 per cent of total installment 
eredit outstanding. To require institutions offering 
these forms of credit to state their rates on an annual 
basis would weaken their competitive position and confuse 
consumers, ! 

We return to page 4. "Professor 
Johnson points out, you will have noted, that treatment 
of the consumer finance charges as a service charge, 
rather than as interest, is consistent with the dominance 
of the risk and service components in the charge. The 
interest-rate disclosure form of statement, rather than 
protect the consumer, will lead consumers to compare 
Deaeci pat are not comparable, and to shop less widely 
for rates than they do now. Further, finance disclosure 
as an interest rate allows the unscrupulous minority of 
eredit grantors to whittle away at the competitive 
position of the honest majority and to yas unsuspect- 
ing consumers under a halo of legality. 

"The conditional sales contract and 
the 'time-payment aoe of the department store type with 
all their ramifications are standard and accepted methods 
of modern retailing. 

"Of concern to our Associations is 
the prospect of any investigation which, because of the 


lack of careful exploration, results in hasty legislation 
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and fails to recognize the difference between the loan 
shark and modern retailing technique. Manitoba's Bill 
101 would be a striking example of hasty, poorly thought 
out legislation. Such legislation would not only 
complicate the operations of virtually all retailers 
but stands a good chance of increasing the real cost of 
eredit to the consumer." If I may interject, Bill 101 
was subsequently amended to exclude the percentage 
interest references. 

"Built into the modern time-payment 
plan as we know it is both an interest rate and a 
service charge. In the structure of the monthly payment 
inane is pure interest which is compensation to the 
lending institution or a payment for forebearance for 
the lender's being willing to wait for the return of his 
funds. Second there is compensation for the risk and 
inevitable losses the credit institution must assume. 
Finally, there is a payment to the credit grantor for 
his costs of handling the account. With respect to the 
latter, these costs arise in granting credit, checking 
the risk, collecting monthly payments, closing the 
account, as well as the mass of detail in processing the 
original contract and the paperwork and records required 
to keep it current both on behalf of the consumer and 
the financial institution. The dominant part of any 
"credit" package is the cost of servicing the account 
nor ens a relatively small portion of the finance charge 
paid by the consumer can be attributed to pure interest. 

"Tn a mortgage contract an interest 


rate is established and is either accepted or rejected 


8 


= we ae ng aps mt Ah ae lh ee 


; LS 


eter nite 8 bk - ah ae ae oe POG 
| aT re unis) i ee 
sor ; 5, Hinata wae 
i) ete ak) he 
IS 


"| i a iy), fi 
4 rn i eto Un Dy : 
J 1. if j y - yi 
a fora 


| fe | 
epasansrog vast whinkoxw on ae = coe | t 


via’ : | 
ty oe (OTF Ki 


a Pihorrgind sore t ar atoom pes odat. di hue" ol ey ann i eco wa ana 


nal) Maes oabasey jmwrediat mes ated BL tt worn ew ae. male }. 
Semana yoo toate ee erursownda edt of \aydnde sotviren 1s 
aay a eve tan gene wt okitw powetn dat rr” ak wisi yt Bik 


(SOD GortentomeT Ok) Cee 6 AO MOR tan. Sehomee Vode n 
PME le totes ef KOk haw ot gat rity wHtod a veimaer ond jet 


| drs int ect not non ienegMon iad watent baonee » ebior't fh oem 
. ates teom wottweidant ethers ody agvool efdestvent 
| CO? todaety Genets eat od ittioneg’ 8 ‘aE oboe titans? 
| si? at sosgney AM dawebom ond gatibiad to eteoo sia 
antNowds .@fbeio petiaeug wt eatta sdaoo seedy .teteal 
Ct pake@ko  atzemysq eUndaom galvoes foo .wart edd 
HGS oti sssoote AL [tate To esem oat ap Tiow as , darvoncs 
hotlnoo: chioegt Soe weowregseg odd bac Josudmes [oatattoe 
bow sonaton OMe Lo Tated mw Mod dame ¢2 quod od 
gue to tug teeaiaob eff . cotgvdivadt Calomentt saa 
Saurus of? aatokwrae 20 tego ott eb ogadney "sheesh 
[owas vont? ado Ye pordwog Liana ytowbtaten \@ vide Baw 7) 
<tevrecat viwg of Redamindds of neo memmneiie bat td bing 
dustetat qx tesatawD eesatrow a at" ae ~~ pees aN 
“pedonten 7o bodqncam: ‘cng at. wea 8 | 


a a ae ee eB 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 3 1815 


by the prospective mortgagee. The costs of preparing 
the mortgage; searching land titles; collecting the 
monthly mortgage payment and eventually discharing it 
are not included in the interest rate on the mortgage 
itself but are extras paid in cash by either party in 
the transaction. Were they included initially in the 
transaction and amortized over the length of the mort- 
gage, the specified interest rate would be considerably 
more than the popular 6% to 73% on first mortgages in 
effect today or the mortgage period would have to be 
considerably lengthened. In either case someone pays 
the costs of processing, handling and discharging the 
conventional mortgage and such costs are over and beyond 
the rate charged. 

"In the time-sale contract, however, 
the full costs of preparing, servicing and discharging 
the account are included in the rate charged to the 
customer. There are no extras. The monthly payment 
plus the elesing payment are clearly stated in all exist- 
ing contracts in our industry. The customer can, for 
example, see exactly the number of dollars it will cost 
him to finance the unpaid balance of $1,500.00 over a 
three-year periqd. This figure would appear to be more 
than adequate for the protection of the purchaser. This 
is also a figure which he can shop if he so desires. 

"At the grass roots of this problem 
of credit and interest disclosure would appear to be the 
archaic regulation contained in the Federal Banking Act 
which forbids the Chartered Banks from charging more 


than 6% interest per annum. Our criticism of the banks 
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is not their enthusiasm to be in the personal loan 
business and latterly the business of financing the 
automobile but rather their advertising of a 6% interest 
rate which is untrue where the personal loan is concerned. 
Uninformed customers are continually telling our sales- 
men that they can get the money "for 6% at the bank". 
The customer looks askance at our salesmen if they even 
suggest that such is not the case. We are told bluntly 
that the stable and secure chartered banks would not 
dare defy the act of Parliament which governs their 
activities. The so-called 6% bank rate may be anywhere 
from 6% to 12% in simple interest. 

"The problem of interest disclosure 
on the conditional Waleed contract in our industry, in 
the final analysis, will rest on the shoulders of the 
individual salesman. He will be the person who will 
have to make the computations necessary to figure the 
rate. Most are excellent salesmen but few are, or 
pretend to be, mathematicians. Beyond their familiarity 
with simple, straight-forward calculations, most have 
long ago forgotten trigonometry, algebra, logarithms or 
any other mathematical theorums. This would also apply 
to dealership management. 

"Tn a letter, in our files, Mr. 
Murray G. Bulger, Murray G. Bulger & Associates Limited, 
Toronto, a most accredited firm of actuaries says:- 
‘Quite honestly I find it difficult to imagine that many 
Salesmen would have sufficient knowledge of mathematics 
to accurately translate finance charges to a simple 


interest rate per annum. The salesman's problem becomes 
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one of the following - (1) Knowledge of compound interest); 

(2) Extensive calculations which involve fractional 

powers of interest functions, thus requiring knowledge 

of the binomial theorun; (3) several interest rates 
must be tested and then the proper one obtained by 
interpolations. I believe that the equations used in 
answer to the four problems you set out under heading of 

'financing of durable goods' should prove our point that 

such calculations could seldom be made by people without 

a professional background in mathematics.'" 

Gentlemen, will you turn to Addendum 

"A", "Addendum "A" 1s a list of the four problems which 

were submitted te Murray G. Bulger & Associates Limited 

and to William A, Mercer Limited, Toronto. Any one of 
the transactions ahppens daily and the contract is com- 
pleted by some automobile salesman in Ontario. " 

Let me read #3 to you. 

(All of Addendum "A" typed in for the record) 

| | Addendum "Ke 

(5) New Automobile. Balance payable monthly. Balance 

et to be financed after down payment - $2,400.00 
Finance charges for 30 months - $196.00. Total 
of contract $2,596.00. To be paid as follows - 
first installment $102.00 followed by 29 consecutive 
monthly installments of $86.00 each. 

(2) New Automobile sold to a school teacher. Balance to 
be financed after down payment - $2,400.00. Finance 
charge - $460.00. Payments of principal to be 
$100.00 per Gib nitabwuesy to June inclusive. Skip 


July, August and September. Resume payments October 
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Ist until account paid in full. Finance charges to be 
apportioned equally to each payment. Total of contract 
including finance charges - $2,860.00 

(3) Used Truck sold to a farmer. Balance to be financed 
after down payment - $1,200.00. Finance charges -$138.00. 
Payment of principal September 13 - $200. eeccueenls - 
$200. November 13 - $200. Skip to hort of following 
pee e. April 15 - $100. May 15 - $100. Skip to 
September, when the crops are coming off - September 15 - 
$150. October 15 - $150. November 15 - balance 

tao tuaine finance charge - $238. Total of contract - 
$1,338.00. 

(4) Refrigerator, balance payable monthly. Balance 

to be financed after down payment - $350.00. Finance 
charge for 24 months - $70.00. To be paid in 23 
instalments of $17.00 ear with a final instalment of 
$29.00. . Total ar contract - $420.00. 

| "Addendum “"B" is the formulae used 
by Murray Bulger & Associates to calculate the "effective 
annual compound interest rate" for each of the problems 
given in Addendum "A", Note the formula for #3 which I 


just read. 


Addendum "B" 
(.. 30) 
(1) 73 + 29 (1-V_12) 
(1-V _1) 
( 12) 
Cle one) ( igh) ins ta a) 
(2) (100 + 460)(1-V 12) + V _9 (1-V_12)+ V 21 (1-V_ 12) 
~24)(1-V _ 1) 12 (1-V_1) 12 (1-V_1) 
( 12} ( 12) ( 12) 
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(gO Cid To 8 Ee fan GO ere se) 
(3) v 24(200(1-V 12) + V 12 (100)(1-V 12) + 150V(1-V 12) 
; C  61-F1) (1-V 21)_ (1-V__1) 

vest 12) 12) ( 12) 

14) 

+ 238 V 12) 

eeales) 23 
(4) 17 (1-V_ 12) + 29 V 120 

(1-V 1) 

( 12) 


"Bear in mind that the formulae 
stated are based on "effective annual compound interest 
rate" which, we are vier to understand, is a much less 
denel (caved calculation than the so-called "simple " 
interest rate. There are, of course, flat and dipeawnt 
rates as well. 

"Tn our business, the "time payment” 
contract is an fgsbeteat part of any ea venmen ts | 
presentation. He is personally responsible for the sale 
from the initial contact, through all the steps until 
the sale has been dente aa - including the writing of 
a time-sale plan. 

"TJisualize, if you will, the confusio 
in the mind of salesman Smith, as he stands with farmer 
Walker down the sixth concession line out of Tillsonburg 
when Farmer Walker says: "Okay, I'll take that truck. 
I'll pay $2,000 in September when my main crop comes 
off; $100 a month from my milk sales until February 
and fae balance next June", 

"Tt may be said that this is an 
extreme case. Perhaps so for Metro Toronto dealers but, 


unfortunately, such is not the case for the dealer in the 
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small town. Even if igtwere an extreme case it would 
still have to be figured by someone. We doubt if 
anyone in this small town dealership could figure an 
interest rate on this transaction. We would oppose 
legislation which would force this dealer to send the 
contract to an actuarial firm to have the interest 
calculated on a percentage basis. 
| "While we in the retail automobile 
business welcome ana Malipnet the investigations of this 
Committee and subscribe to any principle which will 
protect the public at large from usurious or misleading 
finance charges, we confess that our sales people cannot 
figure "simple" or even "effective annual compound" 
interest rates. We say "cannot" because quite nape as 
and honestly, we just don't know how to calculate such 
percentages. | 
| "Even the professionals are at 
variance over formulae. See the formulae given in 
Addendum "C" to this document which are (a) that 
blessed by the U.S. Reserve Board and (b) a reference 
to the Murray Bulger and Associates Formulae. There 
are others about which we have heard and which differ 
again from these two examples. " 
I'd like to read it to make a point. 
Addendum oC 
"Quotation from the Financial Post: 
"There has been much comment in the 
Canadian Senate and elsewhere about the need to protect 


the man who buys on time by forcing lenders and 


retailers to set forth, clearly and plainly, the “simple” 


“emet 


1 
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annual interest rate being charged. 
"tBut the fun is just beginning. 


Who is going to decide what is the "right" formula for 


figuring the true "simple" interest rate? 


"There are various ways of tackling 
the problem but the U.S.A. Reserve Board has put its 
austere blessing on this formula for estimating the 
interest paid on an installment loan to finance a car. 

"tSince this might be the formula 
for Canada too, we present it here fer the Hon. Senators 
and others who have no trouble at all in finding their 
way around this arithmetic formula 


z 


RATE OF CHARGE. 


m - NUMBER OF PAYMENTS IN ONE YEAR (12) 


n - NUMBER OF PAYMENTS TO DISCHARGE DEBT (24) 


D - CHARGE IN DOLLARS ($196.24) 


P - PRINCIPAL OR CASH ADVANCE ($1,634.00) 
FORMULA - i = 2mD 
P (n + 1) 
= 2 x 12 x 196.24 
1,634 x 25 


“yabs0°60 

= 0.1153 OR 11.53 per cent. 
XXX Simple, what? And so easy for the average shopper 
to check, ' | 

"Applying the above formula to Prob- 

lem No. 1 in Addendum "A" to this document, we come up 
with a simple taterest Sais of 6.89%. Let's look at 
problem one a minute. 


"New Automobile. Balance payable 
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monthly. Balance to oe financed after down payment - 
$2,400.00. Finance charges for 30 months - $196.00. 
Total of contract $2,596.00. To be paid as follows - 
first installment $102.00 followed by 29 consecutive 
monthly ive h i eahe of $86.00 each. If that is isn't 
a standard contract in our business or I'll eat my 
Shirt. This is a standard contract written every day 
2 SE Re ASRS Addendum "C"-continued 
"William A. Mercer Limited, a 
Toronto actuarial firm states that the interest rate 
en this problem is as follows: 
Simple interest rate -- 14.03% 
Annual effective rate of Compound Interest -- 14.16% 
Using the U.S.A. hevares Board 
formula they say it's 6.89%. It's interesting to note 
that Murray Bulger & Associates calculations are 
completely different to the proceeding. Obviously the 
Financial Post's observation in the line above (marked 
with a triple X) is a mild understatement. 
Why Percentage Interest Disclosure is Unnecessary on 
the Conventional Conditional sales Contract. 


1. it is the opinion of our industry that percentage 


interest disclosure is both unnecessary and undesirable 


since the automobile buyer presently obtains full 
disclosure of the finance charges he assumes in terms 

_ 
that he can understand and appreciate, namely, in dollars 


and cents. People are paid in dollars and cents and 
not in percentages. The significant item from their 
viewpoint is the amount of the monthly payment. The 


conditional sales contract used in the retail auto trade 
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prominently displays the amount of the cash selling 
price, down payment, unpaid balance, the amount of the 
charge, and the amount of the monthly installment all 

in dollars. We contend that this is very much more 
informative and meaningful than a statement of the 
charges in terms of simple annual interest. 

2. if it were decided that charges must be stated, both 
in dollars and as a per cen per annum, it is very likely 
that anything over 6% per annum would be buried in the 
Sale price. In other words, the charge would go 
underground, which would be undesirable because the 
consumer would not then know how much he was paying for 
the merchandize and how much for financing. Driving 

the cost of credit underground would be a disservice to 
the public. 

3. The confusion which a quoted interest rate can 
create is evident in an example presented in the House 
of Commons, Ottawa, by the then Member for Assiniboia, 
Mr. Hazen Argue. Mr. Argue commented that a well-known 
department store was charging 54% per annum on install- 
ment contracts. This was the rate, which he said was 
computed for a service charge of $2.25 on a balance of 
$20.00 paid in five equal monthly installments. The 
goin: here is that most purchasers would not object to 

a charge of $2.25 for the privilege of paying for an 
article on time over a five-month period. While ignorant 
of the actual processes involved, their common sense 
would tell them that a reasonable charge for service 
would be justified. In return for the $2.25 charge, 


the store had to provide the funds, secure a credit check 
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set up the account, assume a risk, collect and process 
the installments and clese the account. However, had 
the customer been quoted a charge of 54% per annum, he 
would have concluded that there was something seriously 
wrong because of the prevalent belief that anything over 
6% is usurious. Actually, the trouble mainly lies in 
failure to distinguish, for the sake of convenience, 
between the cost of money and the other services involved 
in a credit sale. In this case the actual money cost 

was probably in the range of 25 cents, with the balance 
of $2.00 applying to, but hardly paying for, the other 
pee esas! The smaller the amount of credit involved, 

the more indefensible the service charge appears, when 
quoted as an annual rate of interest. The bulk of 

credit sales by smaller merchants fall into this category 
Percentage interest rate disclosure would drive credit 
costs underground and confusion would exist where none 
exists today. 

4, Money is involved in every deal made throughout the 
business world, but practice and custom is to state the 
cost as a percentage only where a loan is involved. 
People are accustomed to having the cost of borrowed 
money expressed as a percentage while the cost of a 
service is usually quoted in dollars and cents. It 

may be argued that both are money, but that is the 
custom of the trade just as it is the custom to buy 
carrots by the bunch and potatoes by the pound, even 
though both are vegetables. 

5. The present practice of expressing the finance charge 


in terms of cash is universal in North America. In 
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thirty states of the United States, there are laws 
governing instal iment sales, and in each case the law 
requires, among other things, the disclosure of the 
dollar amount of the finance charge. This is soundly 
based on thirty years of experience with a substantial 
volume of sales financing, and it has proved to be a 
workable method. 
6. Conditional Sales Contracts executed by the buyer 
and seller are subject to Provincial Legislation 
throughout Canada. In our opinion these laws adequately 
protect the rights of the consumer and we question the 
necessity of percentage disclosure which in some cases 
is being advocated by those who do not appreciate the 
problems it would create for the small retailer. 
"We are grateful to the Chairman 
of your Committee for having invited us today and for 
the privilege of presenting our views. We are in favour 
of full disclosure of finance charges to the consumer, 
"May we close with the following 
recommendations: 
(1) That finance disclosure on the conditional sales 
| type of time-payment sales contract continue, as 
has been traditional, in dollars rather than per- 
centage of interest and 
(2) That the Committee weigh the advisability and 
rf possibility of legislation forbidding the adver- 
tising of interest rate percentages unless those 
advertised percentages are first tested and 
approved by some agency accredited by our Provincial 


Government. 
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"Phe foregoing is respectfully sub- 
mitted on behalf of the Automobile Dealer Associations 
of Ontario and The Toronto Automobile Dealers Associ- 
ation. 

THE CHAIRMAN: Now, there may be 
some questions. 

MR. HOMEWOOD: Mr. Chairman, I have 
three practical automobile dealers with me, who are 
prepared to answer your questions from their own 
experience, so if you will direct them to any of them, 
why I know they will be happy to answer, 

MR, SEDGWICK: We will just direct 
them te the panel and anyone can pick it up who wants 
to. First, on page 1 of your brief you say, "The 
Torento Automobile Dealers Association represents one 
hundred and thirty four franchised new-automobile 
dealers ..." Do you represent all the franchised 
new-automobile dealers or not? About how many are 
there? | 

} MR. HOMEWOOD: Well, the 134 in 
the City of Toronto would be approximately 90% of 
the trade, franchised new car dealers. 

MR. SEDGWICK: Yes, by franchised 
you mean franchised -- 

MR, HOMEWOOD: From the factory. 

MR. SEDGWICK: Yes. Then, the same 
question as to the Ontario Automobile Dealers Associ- 
ation. Would you represent a similar percent? 

MR, HOMEWOOD: No, it wediiciigies be 


nearly as high. 
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MR. SEDGWICK: About what? 

MR. HOMEWOOD: It would be about 
55%. 

MR, SEDGWICK: I see. So that there 

pues 45% of the franchised dealers who are not members 
of your Association, 

MR, HOMEWOOD: That's right. 
| MR. SEDGWICK: May we take it that 
as to their erdit tebe: .you would only have second-hand 
information? 

| MR. HOMEWOOD: Yes, Let's put it 
this way, Mr. Sedgwick, they would fall into the 
usual pattern, I'm quite sure. 

MR. SEDGWICK: I see. Well then, 
en page 4, at the tep of the page. Do you have with 
you the copy of the form a buyer of an automobile 
signs? I was curious about the atatement that the 
dines cost is made known to him. Just how is it made 
known? Is it made known by writing down so much for 
surat so much eidamcwe ies so much for insurance, 
and so on? 

| MR. SEITZ: Sir, it's made known 
in the form of a total unpaid balance, which would 
include the balance owing on the purchase of the 
automobile and any additional charges, such as 
automobile insurance, total to call totalled unpaid 
balance and directly below that figure -- I don't have 
a form, I think we all use different forms because 
we are all associated with different companies -- 


directly below that is a total of time deferred balance, 
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which shows the unpaid balance plus the total finance 
charges. | 

MR, SEDGWICK: Well, what I am 
getting at is, suppose the cash price of the automobile 
is $4,000.00 and by way of a turn in you give him 
$1,000.00. Then it would be $3,000.00. Is that right? 
| MR. SEITZ: Yes, that's correct. | 

MR. SEDGWICK: Then, would your 
form show the $3,000.00 and then adaud to that so 
much for all the service and carrying charges and then 
be divided into 36 -- most of the contracts are three 
years, aren't they? 

| MR. SEITZ: Many of them are, yes. 

MR. SEDGWICK: Into 36 payments. 
Is that the way you do it? 

MR, SEITZ: substantially that's 
the way it works, Let's move the $3,000.00 figure 
down to include the total finance ee which would 
also include any life insurance on thebalance, disabilit 
insurance, registration charge, etc. But it shows the 
total amount and that total amount might be $3,600.00. 
The purchaser, on the contract we use, Wedla tabve to 
severwet from the $3,600.00 total, the $3,000.00 unpaid 
balance in order “e determine his cmiee charge. 

MR. SEDGWICK: Suppose that I went 
in to one of your establishments and wanted an auto- 
mobile for cash, no financing, pay for it in cash. 

That would be the end of that transaction, wouldn't it? 
| MR, SEITZ: That's correct, sir. | 


MR, SEDGWICK: Then the same auto- 
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mobile dealer, using the same hypothetical figure of 
$4,000.00. If I gave you $1,000.00 I would then owe 
you three, wouldn't I? 

MR, SEITZ: Yes, sir, 

MR, SEDGWICK: And if I was going 
to pay you the $3,000.00 over three years, how much 
would I have Rerseet in dollars and cents? 

MR, SEITZ: I cannot tell you, It 
would depend on whether or not the vehicle was a new 
or used vehicle. 

MR. SEDGWICK: Presume it was new. 

MR. SEITZ: Fine. We would go to 
our rate charts and pick out the rate for 36 months 
for a $3,000.00 balance and I would be able to quote 
you ae quickly -- I'm serry I don't have the rate 
chart here. But we would state on the contract the 
tetal amount including finance charge and any other 
charge. And we would also state on the same contract 
the monthly payment. 

MR. SEDGWICK: But you wouldn't break 
it down. You see I'm looking at the kind of note the 
banks get and for a normal loan of $400.00. Now, in 
your case the loan would be $3,000.00, because it 
deesn't matter whether it's ee er automobile (rest 
of sentence imaudible). The cost of the lean, in 
this case $34.80 on the $400.00. And on the note 

$434.80. Does your document separate the cost from 
or balance. By that I mean you put down balance 
owing, $3,000.00; cest of financing and other charges, 


$300.00 or whatever it may be,amount @note, $3,300.00? 
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MR, SEITZ: Are charge only shows 
the first and the last. You would have to subtract 
one from the other to determine the carrying charge 
or finance charge, however you wish to express it. 
This isn't our form. I think each one of us does oa 
any dealers do business with banks -- and we use 
their form. 

MR. SEDGWICK: This is -- 

MR. ROLAND: Ours shows the 
balance to be lent, the finance charges and the total 
amount of note. 

MR. SEDGWICK: I see. Your form 
would show — 

MR. SEITZ: Some of them, in 
addition, will show the number of equal monthly 
payments and if there is a freak amount, as in the 
case of ae 00 a month but initial payment of $102. 00 
or prasiee payment of $102. 00, it will show that either 
as a beginning payment plus 29 payments of so much 
or 29 payments of so much and a closing payment of 
$102.00. 
| MR. SEDGWICK: I see. 

MR. SEITZ: So you can calculate 
them all and it will work out. 

MR. SEDGWICK: All I have to do 
4s sit down and do a simple sum in arithmetic to find 
out how much I had to pay? 

MR, ROLAND: Certainly the amount 
of the finance charge is shown as a separate figure. 


MR, SEDGWICK: Separate from the 
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carrying charge? 
| MR. ROLAND: No, the interest and 
carrying charge are one figure, 
MR, SEDGWICK: Then how about the 
insurance? 
| MR, SEITZ: Insurance is added 
to the balance. 
MR. SEDGWICK: De you carry any 
forms of insurance, both life and fire and theft? 
MR. ROLAND: Well, life is iudieaaa 
with your finance charge. 
MR. SEDGWICK: That is life insurance 
on the purchaser? | 
| MR. ROLAND: That's right. 
MR. SEDGWICK: Well then, how about 
fire and theft? | 
| MR. ROLAND: That's shown as a 
separate figure and added to the total to be financed. 
MR. SEDGWICK: Could you tell me 
what would be the total of all those figures on, say, 
a $3,000 balance? 
| MR, SEITZ: It would be clearly 
stated in the contract. 
MR. SEDGWICK: I know, but I 
wondered if you could tell us how much it would be? 
So that we can compare it with what is charged by | 
others? 
MR. SEITZ: Mr. Sedgwick, we can 
quote, and do, three different rates for the same car, 


the same customer, the same balance. One is to finance 
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the vehicle, whatever the unpaid balance, the second is 
to finance the vehiclead provide life insurance 
coverage md the third is to finance the vehiclead to 
provide life insurance and to provide disability 
insurance # well, should the owner become ill. And 
each one of those rates is a little different because 
the insurance charge is built into the monthly charge 
as well. 

MR. SEDGWICK: And the life 
insurance is optional with the purchaser? 

MR. SEITZ: Oh, yes. 

MR. SEDGWICK: And of course the 
fire and theft is compulsory unless they provide it 
themselves, or you add it to the cost of findaheing, 
is that right? 

| MR, SEITZ: If the balance is over 
$300.00 owing. Below that it doesn't make any 
difference. 

MR. SEDGWICK: Well I'm thinking. 
where the balance is $3,000.00. Do you deal with a 
number of finance companies. Take anyone who is a 
dealer, do you deal with a number of finance companies 
or do you do all your business through one finance 
company of your selection or the selection of the 
manufacturer whose public you sell? 

MR. SEITZ: We deal with a number 
of finance companies. 

MR. SEDGWICK: You shop around? 

MR. SEITZ: Not necessarily, sir. 


The quality of the credit involved or the risk involved 
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varies, We don't shop, we specify that certain types 
ef contracts are discounted with one firm and certain 
others with another firm. Our customers, of course, 
dictate exactly what they want, they are shopping, of 
course, as we do. 

MR. SEDGWICK: That is, a higher 
risk might go to some firm that will accept a higher 
risk, and, I assume, at a higher rate, is that right? 

MR. SEITZ: Not necessarily, but 
if they will accept it on a non-recourse basis where 
the dealer will not be obligated to repurchake the 
automobile in the event of failure on the part of the 
purchaser to -- 

MR. SEDGWICK: I was coming to 
that. Ordinarily, if the purchaser dees not pay, the 
paper comes back to you, from your finance company, 
isn't that right? 

MR. SEITZ: Yes, sir. 

MR. SEDGWICK: Yes. Your guarantors 
of the paper? 

MR, SEITZ: If it's a recourse note. 

MR, SEDGWICK: Yes. And most of you 
notes are recourse notes? 

MR, SEITZ: Yes. 

MR. SEDGWICK: Yes. So it will 
come back to you. It has been said to me that some 
dealers,at least have an interest in having their 
cars sold on time rather than for cash. They get 
seme sort of a kick-back frem the finance company. Does 


that happen? 
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MR, SEITZ: Well, it's not a 
etextexex: Mr. Sedgwick. It's a repossession reserve. 
We do lose money on the resale of used cars that come 
back to us when the consumer fails to pay because 
generally the reason for this is that the consumer 
has lost all equity in the vehicle. It is no longer 
worth what is owing against it. The dealer then loses 
money and the income he receives from the finance 
company can be used to offset this loss. In a bad 
year it will generally just about offset it. A very 
good year the dealer will make some profit. 

MR. SEDGWICK: So that in a good 
year the dealer some interest in the finance company's 
charges because, let us say,and I am taking a purely 
hypothetical figure, let us say that a finance company 
charges $100 and your contracts are uniformly followed, 
you might get something like 10% of that $100 back, 
is that right? 

| MR. SEITZ: Well, it certainly 
varies -- 

MR. SEDGWICK: I'm using hypothetical 
figures, because I do not know, but you would get 
something back? 

| MR. SEITZ: We build a reserve, yes. 

MR. SEDGWICK: Yes. So that at the 
end of the year the finance company would owe you 
seme part of the finance charges because the contracts 
have been honoured, and that's paid. Is that right? 

MR. SEITZ: That is correct. 


MR, SEDGWICK: Would you care to 
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tell us what percentage that is? Or whether it is 
constant or variable? | 

MR. SEITZ: We can tell you it's 
variable. 

MR, SEDGWICK: Then it varies 
within what limits? 

MR, SEITZ: From zero to -- let's 
put it this way. If you came to our organization to 
purchase a car and had previously shepped your credit- 
ability, your credit rating, rather, not your credit- 
ability, you may find that our rate wasn't satisfactory 
to you and yet we might still want to be of service to 
you through whichever finance company we dealt with. 
We may then be able to get a rate from a finance 
company that would recognize the fact that your credit 
was very, very excellent, and that the unpaid balance 
was low and that the equity in the deal was high for 
you. Then the dealer would receive no repossession 
reserve and, in fact, he wouldn't deserve one for he 
wouldn't have any risk. 

MR. SEDGWICK: I see. But ordin- 
arily -- I know how difficult it is te apply a percent 
-- but ordinarily your contracts where there would be 
a reserve (rest of sentence inaudible) -- you would have 
some kick-back, is that right? 

MR. SEITZ: And it would be 
considerable in the case of a well-established dealer, 
would it not, $1,000.00 a year? 

MR. SEITZ: Oh, yes. I think I 


pointed that out in the brief. 
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MR, SEDGWICK: I think those are 
all the questions I have. 

THE CHAIRMANs Mr. Bukator, do 
you have any questions? 

MR. BUKATOR: I don't know whether 
I have any questions. I find in my cases -- I'm again 
lucky enough to have people who go to a bank if they 
have enough money to buy a car with -- and if I get 
them (rest ef sentence inaudible) 

I remember one instance -- maybe 
this will come out a little more forcibly before the 
meeting is over with -- I bought a car and had it 
financed some time ago. The figure of payment was 
$102.00 a month. I paid this for I don't know how 
many months, four or five months and found myself in 
a position to be able to retire the whole damn thing, 
maybe $1,900 or $2,000. Se I went to the company I 
was iexiing with, a very reputable group, a good 
company that I bought my car from. I said, "What will 
I save myself if I pay this off, the full amount?" 

And I found, te my surprise, --incidentally the rate 
of interest I aud paid to that time was similar to the 
bank, or maybe a little less, im the matchiourhend of 
6%. In other words, my first few payments didn't 
retire my principal sum at all because of the charges 
you have to get to pay for these things you spoke about. 
It certainly did this for me -- I felt in the first 
instance if I had gone to the bank I might have saved 
myself some money. But maybe these gentlemen can clear 


this up for me. The reason I suppose, Mr. Chairman, was 
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that the first four en rive payments of $100 were 
wholly taken up and I was not allowed any discount on 
my balance of some $1,900.00 because it was the charges 
of insurance, credit charges, and so on. Just recently, 
and let me quote you a figure. This is eempanntively 
new to me. I walked into a salesman in my area -- he 
came to me to sell me a new car and he said it's not 
hard to buy this. I don’t have the money and told him 
at the moment I can't buy. He said, "It won't cost 
you too much. Only about ...", and he got the little 
boek out and said it would cost me for 90 days -- I'm 
not too far off on my figures -- $80.00 plus nine fer 
insurance, $89.00 to finance that car for three 
months, eae I could pay it eff in full. And I would 
only owe the $3,000.00. The nine dollars was insurance. 
I talked to my banker about the same problem and he 
said, “Well, why do that? I will give you your money 
for three months for 6%", It was cut right in half, 
I savedmyself immediately some $40.00 and bought my car 
through the bank. But the point that I'm trying to 
make is that those first few payments just pay off the 
charges and interest and after that you get into the 
principal. Is my reasoning right? Again I find a 
let of dealers in the Niagara District, salesmen especi- 
ally, who would much rather you walk in with your 
cheque, and get your financing from banks. I think 
there's a saving, in my opinion, if you buy through a 
bank loan rather than a -- 

MR. SEDGWICK: Not everybody has 


your creditworthiness. 
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MR, BUKATOR: They tell me it's 
like a garden, you have to develop it after working 
in it for 40 years. (Laughter) 

MR, ROLAND: Well, we have it 
established with the finance companies. I think there 
is a flat charge even if you finance it for three 
weeks, regardless of what the amount is, just for 
the cost of setting up the account, and the ledger 
cards and registering the lien and processing all the 
decuments. I think most of them charge twenty or 
twenty-five dollars just to set it up. 

MR. BUKATOR: You were talking 
abeut charges in connection with automobiles and you 
went on to relate some instances here in your brief. 
You, at one time, had to come to this conclusion of 
what you had charged -- at least this farmer for his 
tractor, let's say, or truck, Seme rate had to be 
worked out by someone, somewhere. Why would it be 
so difficult for an accountant to set up a formula for 
you, because you usually go through this when yeu sell 
a car, to see what the payments will be. You are not 
so much interested in the interest -- 

MR. SEITZ: This is a standard 
contract we are talking about when we go to the book. 
Now in the case of these two, for example, the #2, the 
account with the school teacher. He paid regularly 
all year long while he was receiving a salary from 
the school Board. But in July and August, no payments, 
you see? Now what the dealer does in a case like 


this is call up the finance company that he deals with 
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~-and incidentally, terminology: the finance company 
deals directly with the consumer; an acceptance company 
buys paper, as the term was used from an accredited 
retailer. Now in this case the automobile dealer 

would call up the acceptance company, quote the parti- 
culars on this case, they would work out the rate, 

call him back and give it to hin. 

MR. MacDONALD: Who does the con- 
sumer deal with at that point? The acceptance company? 
The finance company? | | 
MR. HOMEWOOD: The dealer sells it 
to an acceptance company. 

MR. MacDONALD: Does the consumer, 
then, from that point on deal with the acceptance 
company? 

| MR. HOMEWOOD: Yes, as far as 
payments are concerned. His contract has been sold, 
it's legal tender. 

MR, BUKATOR: Well, the point that 
I am trying to make -- the schedules that you use, even 
though it might be 19 payments of $90.00 a month and 
one of $102, to complete the contract, someone had 
to work out a percentage rate for themselves to bring 
a profit to the establishment. Why ceuldn't it be 
worked out -- you apparently are opposed to it, but 
why couldn't it be worked out simply by saying the 
amount of payments on this particular everall package 
costs you 14% on this transaction. Why could it not 
be done? And then the schedule given to him. 


MR. MacDONALD: In other words, to 
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take the staggered payments on the truck, you started 
out with a certain percentage. Surely you were charging 
an interest? 

| MR. HOMEWOOD: That's right. 

MR. MacDONALD: Now you are 
creating a much more difficult problem to say what 
is going to be the effective rate of interest, because 
he, in effect, violates it and pays it on a different 
basis. But you must have had a calculation to begin 
with? 

| MR. HOMEWOOD: As a retailer, no. 

MR. MacDONALD: Well, somebody 
had. 

MR. HOMEWOOD: The company who 
would buy this centract from me has a fermula, undoubt- 
edly. They have actuarial people, mathematicians, 
‘statisticians, L don't know what you would call them, 
whe would compute a thing like that from a formula 
that they would have. Now what they are we don't know. 

MR, BELANGER: (Inaudible) 

MR. HOMEWOOD: Undoubtedly, I 
agree, but try and train our salesmen to do this. 

MR. BUKATOR: I don't think you 
would have to werry your salesmen too much about this 
fermula or schedule, as you will, I think schedule 
would apply. He would just look at the schedule and 
say so many payments at so many dollars -- or even four 
in this seasen and six six month's later -- and your 
total transaction would cost you ever a three year 


period, or a thirty month period, 14%. I think the 
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reputable dealer would pack this. Their customers 
would come back to them again against the fellow who 
is rooking somebody. This is what this Committee 

is trying to establish and I can't see where an 
interest rate can't be worked out in such a way 

that your salesmen could just pick up a schedule and 
say that's it. Get your auditor or your experts to 
show you that this is exactly it, and nothing more. 
Now I see that you stress that interest rates are 
not desirable as far as you people are concerned, but 
it would appear to me that it is not as difficult 

as you make it out to be, from where I sit. 

MR. MacDONALD: Well, Mr. Chairman, 
my comment is more or less along Mr. Bukator's. I 
think this is the most impressive case I have seen 
and the most erudite case I've seen, where Universities 
and everything have been drawn in to back up why you 
can't say interest. I have a thousand and one 
questions, and I am not competent to ask them all 
particularly at this hour of the day. But I am just 
not persuaded. I think we have got to break through 
this. However, let me deal with a special case -- 

MR, HOMEWOOD: May I make an 
observation as we stated in the brief? If you can 
come up with a formula that's simple, which you will 
legislate that this is the formula which will be used 
and nothing else, so that it's comparable right across 
the board, we are for you. We will put down that 


interest rate every day of the week and love to do it. 
But what is simple interest? Nobody knows, the experts 
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don't agree. 

MR, MacDONALD: The point Mr. 
irwin has made a number of times is, even if we came 
up with a formula, if somebody is going to disagree 
with it and say that this isn't the most accurate 
way of calculating interest, if it was accepted as 
the formula at least you would then have a yardstick. 
The formula may be completely cockeyed, but this is 
the yardstick. 

MR. HOMEWOOD: This is the common 
denominator which we will use henceforth, as long as 
everyone else is using it. 

MR. MacDONALD: Let me take a 
special case. There are one or two questions that 
grew out of this that I wanted -- it will only take 
me three or four minutes. This has been drawn to my 
attention by one of my constituents. A person went 
in to buy a used car and paid approximately $1,400.00 
for it and there was another one which they dike 
trading in which was roughly $1,000.00. Se they ended 
up with $366.75. There was a $2.00 registration fee, 
making it #368.75. They had a finance charge of $39 
and something for a total of $408. They discovered 
later that that finance charge really included a $9.00 
insurance, Did I get you earlier that you don't have 
to take the insurance? Do you feel you are insured 
well enough yourself? 

MR, HOMEWOOD: You dan't have to 
take life insurance -- 


MR, MacDONALD: I mean life insurance 
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MR. HOMEWOOD: You doen't have to 
have the life insurance unless you se desire. 

MR. MacDONALD: Well, this is a 
case where there was just no if, ands or buts about it. 
They came to the agreement, the thing was immediately 
put trite the hands of the Associated Acceptance, which 
is an American company with some effices up here, This 
person went back te get a copy of their contract and 
there was none available. The dealer said, "I'm sorry, 
it's out of my hands now", It was with the Associated 
Acceptance. They went te the Associated Acceptance, 
their Head office is in Indiana. They said, “I'm 
herayy we sent it down to our Head Office". I loeked 
up the law, --I'm glad you haven't left, Mr. Sedgwick, 
because this is rather interesting -- the seller shall 
deliver a copy of the contract to the purchaser 
within 20 days of the execution thereof. If, after 
request, he neglects or refuses to do se, the Judge 
of ‘ County or a District Court in the County or 
District in which the purchaser resides when the 
contract was made, may on summary application make an 
erder for the delivery of such a copy. Now, two 
points. One, the seller is out of the picture here. 
The action is out of date in the field of acceptance 
ged finance companies. 

MR. SEDGWICK: Except that he 
isn't out of the picture as far as that Act is concerned, 
IT had in mind you always give the purchaser a copy. 


MR, HOMEWOOD: Yes. 
MR. SEDGWICK: That was my under- 
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standing. 


MR. MacDONALD: From where? 


5 


. HOMEWOOD: From the dealer. 
MR, SEDGWICK: I thought that's 
what -- 

MR. MacDONALD: Well, they wanted 
a copy of the contract that they had signed with the 
acceptance company. This is what they had to deal 
with from this point forward, to find out what the 
details were and what the interest rates were and 
everything. And they said they couldn't get it. 

The second point that seems 
rather strange here is that if ever there was a 
toothless tiger this is it. If you have to go to 
Court to get it produced, and then when you get it 
produced you have to pay all the charges to get a 
contract that you were entitled to in the first 
instance. There is no penalty on not giving the 
contract. 

MR. SEDGWICK: I'm not sure there 
is no penalty -- 

MR, HOMEWOOD: Mr. MacDonald, that 
car is sold on a time plan. The customer receives 
from the dealer a copy of the contract that he signs. 
So he has a copy of the original contract that he 
signs. Now the only thing that happens to that 
contract, when it goes to the finance company or, 
rather, to the acceptance company, to correct my 
terminology, is that it's endorsed over as a document 


to the acceptance company and the dealer is paid for it. 
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But the original contract that the customer has is 
still the contract that the acceptance company has 
in its file with the dealer's endorsement on it. Am 
L correct? 
| MR. SEITZ: Yes. 

MR, HOMEWOOD: There is no new 
contract made between the acceptance company. 

MR, MacDONALD: Well, in this 
instance it wasn't available down in Indiana. Just 
to complete the story -- when they tried to -- they 
just got more and more suspicious about this whole 
thing and they wanted to pay it off. They said, "How 
much would it cost to pay it off?" They said, "You 
are stuck with the full charges if you pay it off now 
or if you pay it off a year from now when the contract 
expires". 

MR. SEITZ: Well, it just depends. 
This is going out. There are still some companies 
ae live by this. 

MR. MacDONALD: This was a case 
of it. But even more extraordinary, Mr. Chairman, 
they started to bargain around and they found that 
if they had gone to a Canadian acceptance company they 
would have wiped a contract at any point for a payment 
of $15.00. Beneficial Finance contends that they 
noua charge the rate up to the time until you wanted 
to end the contract. In this instance they insisted 
for a time that the whole payment must be made beyond 
the original balance of $336 -- the extra $39.00. But 


after bargaining, they agreed to $25. 


eat i; Ni 


\ ‘ ‘ ry ee i 4 
aie Renae ahs podwbben: odte saat a - 


ee = ale 
M+ — j . ; : 
i al _ E = - —— : 
~ _ : o yy - 4 


a ’ mer . 
ee ne wor TP ee eo Cee. or , ee 
; « ua it ae Ni wot b w 2s. 4 % w i te 4 Nae Er Bath “| HY: Per ‘a! Pn A] oly my x be 
t ad 
ot ! ui ae ee it aera? 
| AG ‘a Bean * es ba Ps ‘ ee gouns nM ' 
1 OF " a eee Hi lies ne Bs ve , 
etarbal wt awed [dalitawve t wemw ot 
one 
; 
Da it f a / 
| 1 maa Be Ca RU Auge ae Si iE d ! 1 a P ilede Wi ae sly baal al aie vind a re as ¢ 


i ' { ‘ teij f th 4 a WY, 
; iy r & i SHOU th Os Ds ia , SCC | Tete oan Hiei: yen 
ps ily tae 
) F : Fi 
a ed 4) ek 
i vial ; ) 
' POR” Tae yet? | vad om botmaw gents dae palkds: 
i pubN Dy eae “SR PAP ad, ORE A IRS 4 Es Gh ed v0 Ww dow m 
j ; ; a 
wey er i» oe ek ' TT %, © rac eey | yy a 7 *. Mil de 
co Ue OR OR ee ONLE eet Ee oath il chtw ) ow to one ; 
| Tea) | | ft 
i! ; i ; ) 1) a 
i, LOO OLS SM MOET KO) RR um bee Dt ee si vor, bt be 
| nontens 
| A 
H ; y rhe ’ 
vey eae Users Pe, ae? 4 q f y hi : a 
5 Bae BW peri a LS “yW chao l, ae Pelt} oe on Se hate Cnt a 
/ t J : a}; ‘+ 
y ] f ' iit y } | i 
i te ee apres ve a tad ‘ ‘hope iv a 
hunt pes { Hh iy? o ; is er atari Me qe bai "{ x ie TaN), cy PSs re i anteg, at nase 
T . i 
at bets ¥ a ott ote 
/ 1 j 


m “ “y oe Mi r bh & al i 
eee ee ty rer UE te area Bur ee ate dar rane ae echiwhet pda oad ‘ i 
4 Lape set oP Pe * | 1&4 Vom hy ds + a o Ce ieee ee Seiel, in ft ( Qo - 


} 
a Bh) ce an A akg | | 7 , ; ria ee 
i ‘wit? .boiget vodt Bae béirets ate Bg tad wy beange ‘neds Hi 


; iv ria 
pr 
Yon? Ynequieo sometgqeoo & ino! asua0 Se oF sade had yods: cae tins ft 


| “ " — ” * roy? + } mae | ~~, ak | s i . | Me otha 
oat & Te? Sahog Wi te PISMT NOS & doqtw evad: hiwow 
| 


it i ine i? 
7 u 


L i" 5 


Sodnaw wey lddun emis. Sait al aw ota. nag svete uo ae 


ate 


/ eld eset adaedres. anew tahe fatot eed 09, 


ie 


¥ 


bwdabuns onde onateat and (AL, yon | 

ut if Ne aby GG) 

- Saeeed tam od te trees ee id Smasts ata 8 

Se rola is Loe at tat seebi 4 m3 : me 
anf ty i i ™ m i. amtiod 

jaikp a “ ae nts me a 


a} 
ne map My youn ti, 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 1846 

MR. HOMEWOOD: Was the customer 
in arrears on this one? 

MR. MacDONALD: Oh, no, on the 
contrary, they were trying to get rid of it within 
six weeks of a year contract. 

MR. HOMEWOOD: Had a payment fallen 
due, then he would have been in default and they 
could have done what they did. 

MR, MacDONALD: Their contention, 
incidentally, when they said that they charge $25.00 
as compared to the $15.00 charged to wipe out the 
whole thing, by the Canadian Acceptance, was because 
their parent office was down in Indiana and there 
were more charges in -- 

MR. HOMEWOOD: This is dealing 
with a foreign country and Canadian law. 

MR. SMEDHURST: The pay-outs 

vary from company to company, I do know this. I'm 
not overly conversant. I know for example that you 
can get a cash pay-out, as in your case of $15 or $25 
-- whatever the case may be. This can cikee company 
by company. You can also get a percentage pay-out. 
For example, a number of years ago I worked for a 
finance company in the home improvement field and 

the percentage they used was 6% on this basis. If 
you took a contract with me, shall we say for $100 -- 
you subsequently received a notice with a packet of 
payment slips and so forth, and you decided, "Well, 
the first payment isn't due, I think I'll just pay 


it off in cash". And you phoned and made a contact 
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and it was agreed to ae it out. Your charges to 
pay out the $100 would be $106.00. The $6.00, or 6%, 
whatever it would be, to compensate them for having 
gone through all the machinery of putting it through 
a credit check, etc., etc. 

MR, MacDONALD: Well, the baffling 
thing about this was they started out by saying the 
charge is $39.00 if you pay it next week or at the 
end of be dented, it's the same. Then when they 
started to bargain they said, "Ours is $25, it has 
to be $25 rather than $15 that other companies charge 
ere we are an American company”. 

MR. SEITZ: Some companies still 
do that. 

MR. HOMEWOOD: Competition is 
forcing them to recognize the pay-out is a loss figure, 
let's put it that way. 

MR. BELANGER: Mr. MacDonald, this 
has to do with finance companies, this really has 
nothing to do with the automobile dealer. This is 
after it's -- 

MR. MacDONALD: Except this, -- 
theoretically you are correct -- except that the thing 
about this person was that they made the agreement 
with the dealer, they had no idea of where it was 
going, they had no choice as to where it was going, 
and when they came back to ask questions, "You've come 
to the wrong place”, Now, it's like this business 
of the selling of promissory notes, discounting your 


promissory notes. When the person who really was 
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involved originally, suddenly clears out, it seems 

to be your consumer is in a position we ought to take 
a look at. 

MR, HOMEWOOD: Well, I'd like 
to raise a point -- Mr. Belanger, is it? Mr. Belanger 
brought it out. The theory that Een ts contract 
has been sold to a finance company the dealer doesn't 
care. Believe me he does because the car comes back 
for a turn in and a new model two years hence in 
a great preponderance of our sales. Mr. Seitz, sitting 
on my left here has puilt a business on happy, satisfie 
people who are bringing their car back to him every 
two years. We find in our trade -- we have a term 
that means simon’ anything, I'll just bring it out 
as a matter of curiosity -- if we find that we are 
peing shoveled by a finance company, that finance 
company is dead as far as a reputable dealer is 
eoncerned. We will have nothing to do with them. There 
are too many reputable finance companies in the 
market who will be glad to deal with us and these 
are the people we work with. We are vitally concerned 
with having happy, satisfied people coming back to 
us repeatedly every two years or three years or four 
years, whatever it is. 

MR. BUKATOR: You as automobile 
dealers then should be happy with the thought of some 
of us, at least. If you put the interest rate on the 
contract -- it might have to be worked out for you -- 
you can immediately say to your purchaser, "Here is 


a 12% rate across the board”, "You go shop anyplace 
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else you like and see af you can do better", I 
think this would help you rather than hinder you. 
But your brief seems to hinge on the fact that the 
interest rate should not be there. This is where 
we differ. 

MR. MacDONALD: This is really 
the point I had, Mr. Chairman. Your whole brief 
seems to be pitched in the direction of the undesir- 
ability of stating an interest rate. 

MR. HOMEWOOD: Figuring it out. 

MR. MacDONALD: Yes. You say 
that if it is according to a formula which is readily 
understandable on the part of the salesman, the 
consumer, and everyone else, you are not opposed to it? 

MR. SEITZ: That's right. | 

MR. HOMEWOOD: Yes, Mr. MacDonald, 
I would certainly suggest we are not against dis- 
closure of an interest rate at all, but that computation 
of such an interest rate just leaves us wondering -- 

MR. MacDONALD: This is fair 
enough, 

MR. SEITZ: If the Ontario legis- 
lature eventually comes up with an Act or an amendment 
to the Act which states that this henceforth will be 
the formula to calculate interest, for want of a 
better term, all time payment contracts and nothing 
else will be used, then we would be for it. We don't 
mind people shopping around. They are doing it now 
anyway. 

MR. BELANGER: All I have to say 
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is this whole brief remains just entirely the viewpoint 
stated that we shouldn't use an interest rate at all, 
just use the amount of money and so forth. I 
definitely feel that when people come to some arrange- 
ment there can be so many things hidden in this thing 
here, whereas if you have got an interest rate you 
have got (rest inaudible). You said something a 
little while ago, that you have nothing te do with 

the contract afterwards. I realize that you are 
automobile dealers and you want to keep your customers, 
I realize that. But at the same time I know that 
dealers today, there is such a turnover, they don't 
hold to like they used to several years ago. They 
don't take the interest in their customers that they 
used to. 

MR. HOMEWOOD: Well, I grant 
you that you wen't find two dealers alike. 

MR. REILLY: There are two or 
three points, Mr. Chairman, I mane like te clarify 
with members of the panel. Representing some 55% of 
the Ontario dealers oud 94% of the Toronto dealers, 
how many of these dealers do business with banks 
rather than with the acceptance companies? 

MR. SEITZ: I don't eae 

MR. REILLY: Do any of the dealers 
deal directly with the banks to finance for their 
customers? 

| MR. SEITZ: We do, but not entirely. 
The vast majority are certainly with acceptance compan- 
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MR, REILLY: You make some 
dealings with the banks for your customers direct, 
rather than through the acceptance companies? 

MR. SEITZ: Oh, yes. | 

MR, REILLY: And some other 
dealers do? 

| MR, SEITZ: Yes. 

MR. REILLY: So that all the 
financing doesn't go through the acceptance companies? 

MR. SEITZ: Oh, neo. There is | 
another aspect, of course, Mr. Reilly. Customers 
receive, the vast majority of our custemers who 
finance their cars unbeknown to us, do tend to 
finance through whatever agency we are using because 
they must have cenfidence in us if they are going to 
buy from us in the first place, or they have dealt 
with us before and they are satisfied. But the 
remainder pay cash and a good many of those arrange 
fer funds through the Credit Unions or banks or 
other lending agencies apart from the finance companies. 

MR. REILLY: Well, it is generally 
conceded the it is cheaper to purchase money through 
the bank, for the lending of it, than to get it through 
the finance or the acceptance corporations. Is this 
your experience oer not? 

MR. SEITZ: Some of the time, there 
are many times when the acceptance company rate, 
particularly on a new car where the unpaid balance is 
lew, where there is good equity, where the rate is 


very comparable and sometimes below the bank rate. And 
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I mean below including everything, the handling charge 
and life insurance and so on. 

MR. REILLY: Then in some instances 
it is cheaper to get money from the acceptance 
corporation thah from the bank? 

MR. SEITZ: Yes. But I know it 
would be cheaper to borrow personally from a bank if 
I gave them $2,000 worth of bonds as collateral on a 
$1,000 loan, it would be cheaper for me to get my 
money at 6% simple interest to go and buy a car. But 
if I didn't have the bonds and my only collateral was 
a car and I went to the same pank, IL would find that 
that 6% simple interest perhaps was some form of 
compound interest or flat interest that was effectively 
a good deal higher than that. 

MR, REILLY: I was wondering if 
Mr. Homewood would tell us whether there is any 
fixed service charge by all your dealers when they 
finance a car? Is there any fixed minimum service 
charge? | 

| MR. SEITZ: Not to my knowledge. 
By the dealer, Mr. Reilly? 

WR; REILLY: Yes, 

MR. SEITZ: It isn't struck by 
the dealer it's struck by the company he deals with, 
the finance company or the acceptance company. 

MR. REILLY: Yes, but supposing 
now I purchase a car from pevikiaa len There are 
certain things that are mandatory for me to purchase 


1f I want to finance? For instance, it was suggested 
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that life insurance “Pe not mandatory. In some 
instances it would be included, in others it is 
desirable, but it's optional; is that right? 

MR, SEITZ: Yes, 

MR, REILLY: Now, fire and theft 
was mandatory. If you didn't put it on yourself 
they would insist that it be placed on it. That's 
what I was trying to find out, if there are any 
other charges that were compulsory. 

MR. SEITZ: That are not built 
into the interest rate? 

mR, REILLY: Yes. 

MR. SEITZ: The registration fee 
of the lien, I think is $2.00 now, but it's normally 
built into the -- what wexteter to as the finance 
charge. 

MR, REILLY: Just a registration 
fee? 

| MR, SEITZ: Yes, there is no 
other handling charges assessed by the dealer. 

MR. REILLY: In some other 
instances when money had been borrowed, they are 
being surveyed and there have been service charges 
and there have been inspection fees, a series of 
hidden charges. This is what we are trying to find 
out. 

MR. SEITZ: No. You would never 
sell an automobile. I think it's true though that 
should an owner finance a car and prepay it in a very 


short period of time, there is a flat cancellation 
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charge by the Gievucante company to cover the various 
opening charges and the credit check and the various 
other things. 

MR. REILLY: Is there a standard 
rebate schedule? 

| MR, SEITZ: I would think that 
all the companies vary. This is something where the 
dealer does not come into it. The acceptance company 
and the customer make this arrangement because it 
is airrarest than the original arrangement. 

MR, HSILLY: So wherever you have 
the best experience as far as the acceptance companies 
are concerned, then you generally invite you customers 
to deal with those acceptance corporations? 

MR. SEITZ: Oh, yes. It's like 
having a particular favourite automobile. If we 
tried to sell them all we wouldn't be very sincere, 

I don't think. 

MR. REILLY: But there is no 
minimum coverage as far as you are concerned, no 
minimum requirement? 

MR. SEITZ: Except this registratio 
fee, Yes, we will never say that people aren't 
interested in what they are going to pay for the loan 
of the money to get this new automobile. They are, 
and very much so. As a result we, as dealers -- I'm 
talking for these people and the people they 
represent -- we dealers are very much interested in 
a company that will come in with a better deal that 


we can pass on to the customer, It keeps us competitiv 
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in the market, 

MR, REILLY: Your experience has 
been that most of your clients are interested in 
what they are going to pay per dollar per month 
rather than the interest charge? 

MR, SEITZ: : think so, honestly, 
yes. 

MR. HOMEWOOD: Or the total amount 
in dollars. 

MR, SEITZ: Right. 

THE CHAIRMAN: No more questions? 
Well, thank you very much Mr. Homewood and eee tan ene 
for being with us today. 

This meeting is now adjourned. 


---MEETING ADJOURNED 
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